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WORLD NEWS I BUSINESS NEWS 


US and UK agree to Stena Line scraps 
Lockerbie trial on executive team in 
neutral territory cost restructuring 


The UK and US governments 
moved to end the diplomatic 
standoff over the Libyans 
accused of the Lockerbie bomb- 
ing by proposing that the case 
be heard on neutral territory. In 
The Netherlands. Page 14; 
Editorial Comment, Page 13 

No UN backing for Sudan probe 

The UN Security Council 
declined to endorse a request by 
Sudan for a technical investiga- 
tion into the US missile attack on 
an alleged chemical weapons 
factory in Khartoim Page 14 

Chfaa to anoint successor 
Chinese sources said the Com- 
munist party is to anoint Hu JTn- 
tao, the vice-president, as the 
leading potential successor to 
President Jiang Zemin by 
appointing him to a senior mili- 
tary post Page 6 

Gingrich plays down impeachment 
House speaker Newt Gingrich 
played down expectations of ■ 
possible impeachment proceed- 
ings against President Clinton, 
saying he should not be removed 
from office for a “single human 
mistake". Page 3 

EU residents to vote in UK 
Citizens from other EU countries 
living In the UK win be able to 
vote m the UK in next year's 
elections for the European Parfia- 
menL Page 8 

Suharto son-in-law sacked 
Indonesia's military leadership 
dismissed the son-in-law of for- 
mer President Suharto for kid- 
napping political activists. Many 
expected a court-martial. Page 6 

Israel ‘softening’ on peace process 
In an app&ent softening, Israel 
was reported to have agreed to 
start further withdrawal from the 
West Bank without the Palestine 
National Council amending Its 
founding charter. 

Kosovo guerriHa carapafgp ptan 
The Kosovo Liberation Army was 
said to be preparing to adopt 
classic guerrilla warfare tactics 
against Yugoslav targets after 
losing territory during a recent 
Serbian offensive. Rebels 
pushed back. Page 2 

S Africa's Boesak on trial 
Former anti-apartheid leader 
Allan Boesak pleaded not guilty 
before a South African court to 
charges of embezzling foreign 
donor funds in the final years of 
the white-ruled regime. 

Lost E German assets located 
About DM2 bn (Sl.lObn) of state 
assets that went unaccounted for 
after the collapse of communist 
East Germany have been 
unearthed by investigators. 

Bank to launch Nazi gold probe 

Austria's Creditanstalt, teeing a 
lawsuit from Holocaust survivors, 
said it would conduct a fresh 
investigation to prove it had no 
record of being involved in the 
transit of gold stolen from Jews 
during the second world war. 
Unsettled business. Page 12 

Burma's Suu Kyi goes borne 
Burma’s opposition leader Aung 
San Suu Kyi returned home in an 
ambulance after a 13-day protest 
against the military government’s 
restrictions on her movements. 
Ticking time bomb. Page 6 

Green tight expected for Viagra 
Viagra, the anti-impotence drug, 
could be cleared for sale in the 
European Union within weeks, 
after winning approval from an 
EU scientific committee. Page 2 
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Stena Line of Sweden, the 
world's largest ferry operator, 
disbanded its executive manage- 
ment team and announced tire 
departure of six senior directors 
as part of a drive to cut costs 
and return to profit Page 15 

told launched its Pentium II and 
Celeron microprocessor chips 
which are expected to boost the 
performance of personal comput- 
ers and reduce prices. Page 15 

A consortium that includes Airport 
Group International and Bechtel, 
the US construction company, is 
to develop and manage for 30 
years an extra terminal at London 
Luton airport in a £100m ($163m) 
deal. Page 8 

GaWe and Wratess has settled a 
dispute with Bermuda over provi- 
sion of int er national telecommu- 
nications services and dropped a 
$ 1 00m lawsuit it filed after an 
operating licence was granted to 
a rival. Page 4 

Pbytopbarm, a UK company 
which develops drugs from plant 
extracts, has licensed an appe- 
tite- suppressing compound to 
Pfizer, the US pharmaceuticals 
group. Page 18; Lex, Page 14 

Foster's Brewing Group, Australia’s 
largest brewer, signalled a big 
shift in strategy towards China, 
putting up for sale its Tianjin and 
Guangdong breweries and taking 
a AS1 67.7m (US$97.5m) write- 
down on investments. Page 15 

AMP, Australia’s biggest life 
Insurance, fend management and 
financial services group, met 
market expectations with its first 
half-year earnings since demutu- 
alising in 1997. Page 17 

Gokhnan Sacks wfll attempt to tie 
partners and other staff to the 
firm by locking up discretionary 
shares for up to five years after 
its share flotation that could 
bring partners payments of $40m 
to S250m. Page 15 

Hutchison W ham poa, toe Hong 
Kong conglomerate controlled by 
Li Ka-shing, had its credit rating 
downgraded from A+ to A by 
Standard & Poor’s, toe US rating 
agency. Page 17 

Japan Leasing, a debt-laden 
affiliate of the troubled Long 
Term Credit Bank of Japan, has 
asked a group of domestic banks 
to forgive some Y160bn (Sl.lbn) 
of loans in a move that may stir 
controversy after toe unveiling of 
plans to restructure LTCB using 
public funds. Page 6 

San Miguel, the Philippines food 
and beverage group, saw its 
shares fall 4 per cent amid con- 
cerns that Eduardo Cojuangco, 
chairman, plans to put into his 
private businesses some pro- 
ceeds from a $677 m sale of the 
company’s stake in Nestid Philip- 
pines. Page 16 

Marti Lynch aepeed to pay a 
$ 2 m penalty to settle allegations 
it misled investors in underwriting 
Orange County, California munic- 
ipal securities months before the 
county's bankruptcy. 

Because of uciiafcal dffladfles, 
some data on world mariuits pages 
were not available for this edition. 


World Equity Markets 

The latest trends and data from more 
than 50 national markets eta glance 
Pago 29 


By David Owen in Paris and 
George Parker In London 

British Airways will today 
announce a' multib 1X11 on-poun d 
order for new Airbus aircraft In a 
significant breakthrough for the 
European consortium. 

. The UK carrier, which has 
never before ordered Airbus air- 
liners, will announce a firm order 
for 58 single-aisle A319. A320 and 
A321 aircraft, with options for 
another 59 and an unspecified 
number of further provisional 
options. 

. All the Airbus aircraft are 
expected to be equipped with 
Rolls-Royce engines. 

BA Is also expected to 
announce it is buying about 20 
wide-body Boeing 777s. 

Thfi ann nm ywnpn t marks a 
milestone for the European air- 
craft consortium, which bad its 


UK carrier's purchases a milestone for European consortium, . 


most successful year In 1997 and 

recently claimed to have won 52 
per cent of all aircraft orders In 
the first half of t frte year. 

Tony Blair, the UK prime min- 
ister, who has been on holiday in 
France, will today attend a press 
conference at the consortium's 
Toulouse base. 

Downing Street said Mr Blair 
wanted to attend the announce- 
ment by the UK carrier because 
it would be “good news for 
Europe and good news for 
Britain", 

The prime minister will hail 
the decision as a symbol of the 
importance of European co-opera- 
tion. 

The move should provide a 
substantial fillip for Airbus and 
NoQl Forgeard, who took over as 
managing director of the group 


In April, at a rime when negotia- 
tions aimed at turning the con- 
sortium into a single company 
are in progress. 

. Since its creation in 1970, "the 
consortium has been a Groupc- 
ment d'BiOrit Econombjue, which 

moans it pnhUshpg jjo aCOOUDfa 

and makes no profits or losses in 
its own. right. These accrue to its 
owners - Aerospatiale of France 
and Daimler-Benz Aerospace 
CDasa) of Germany, which each 
own 37.9 per cent. British Aero-, 
space, which has a 20 per cent 
stakes and Casa of Spain, which 
has 42 per cent. 

The main drawback of the 
structure is that Airbus manag- 
ers have no idea of the consor- 
tium's manufawhiring 1 COStS.Not 

only does Mr Forgeard, who 
spent II years in sailor manage- 


ment at Lagard&re. the French 
publishing to missiles group, 
want Airbus to becomes limited 
company, colleagues ray he also 
wants some of its equity to bt 
floated. . - ' 

' Today's announcement . will 
continue a buoyant period, for 
Airbus, which last month won an 
order for 30 A330 aircraft from 
US Airways, - marking .the first 
time it had sold a wide-bodled 
fly-by-wire aircraft to a US 
carrier. . 

TtertuH- this year, the European 
consortium won a $4bn order 
from a group of airlines in Latin 
America, a marked- traditionally 
dominated by- Seattle-based 
Boeing. . - 

In 1997, Airbus won firm orders 
for 460 aircraft With a total .value 
of $29.6bn. ... . 


By contrast Boeing, for which 
BA lis a longstanding customer, 
has been enduring a rough spell, 
with manufacturing problems 
helping to push it into loss last 
year for the first time in 50 years, 
:• BA. yesterday would make no 

• comment on today’s announce- 
ment 

Airbus jy m regularly wan more 
ttnm a third of the international 
market for commercial aircraft in 
.recent years, forcing McDonnell 
Douglas of the US out of the 
business. 

• In 1994 it won more orders than 
Boeing - the first time the US 
group trad lost the top position 
since the advent of the jet age. 
Last year Airbus took 42 per cent 
of the market 

Boeing 747 considered as future 
warplane. Page 8 

London stocks, Page 


PRESIDENT HIGHLIGHTS ACTING PM'S 'EXPERIENCE AND WEIGHT' AS KEY TO DEALING WITH FINANCIAL TURMOIL 


Yeltsin backs Chernomyrdin as heir 


By John TbonibB and Charles Clover 
hi Moscow 


President Baris Yeltsin yesterday 
urged his fellow Russians to rally 
round Victor Chernomyrdin as 
the country’s acting prime minis- 
ter, anointing the 60 -yearold for- 
mer gas Industry boss as his 
political heir. 

Mr Yeltsin said Mr Chernomyr- 
din's "experience and weight" 
were needed to help Russia over- 
come its current financial tur- 
moil and ensure “the continuity 
of authority in the year 2000", 
when the next presidential elec- 
tions are due. 

“The principal merits of Victor 
Stepanovich are Integrity, hon- 
esty mid sturdiness. I think these 
qualities will become the decisive 
argument in the presidential elec- 
tions," Mr Yeltsin said in a televi- 
sion address. He fired Sergei Kiri- 
yenko as prime minister on 
Sunday night. 

Gennady Zyuganov, the leader 
of the Communists, the biggest 
faction in parliament, predicted 
that health worries would force 
Mr Yeltsin from his office within 
weeks. He indicated that he 
might support Mr Chernomyr- 
din's candidacy. Mr Chernomyr- 
din Immediately opened talks 
yesterday with leaders across the 
political spectrum to form a new 
coalition government and win 
parliamentary approval. Bat 
some opposition politicians critic- 


I 




With the backing of P ml dant Boris Yeltsin, Vidor ChemomynSn, Rusale’s acting prime minister, heads Nrcebmet'iresterday 


Picture: AP 


ised bis appointment, saying the 
man most closely associated with 
the government's failed economic 
policies for the past five years 
was not the right leader to take 
Russia into the next century. 

Some of the leading liberal 
reformers in the previous govern- 
ment, such as Boris Nemtsov and 
Mr Kiriyenko, also made clear 
they would not serve hi Mr Cher- 
nomyrdin’s cabinet, suggesting 
the country’s p owe r ful corporate 
and banking elite, known as “oli- 
garchs", had been behind his 
appointment 

Foreign leaders publicly wel- 
comed the return of Mr Cherno- 
myrdin, who is well known an 


the International stage, The /US 
administration confirmed that 
President Bill Clinto n would still 
go ahead with a visit to Moscow, 
on September 1 in spite of 
Russia's political and ec on o m ic 
turmoil. 

But diplomats privately 
expressed concerns that Russia’s 
economic reform programme 
might now veer off course and 
lead to the International Mone- 
tary Fund suspending its lending 
programme. 

shares registered rare gains 
yesterday, closing up 6 per cent, 
while the domestic share price of 
Gazprom, the giant gas monopoly 
which Mr Chernomyrdin used to 


head, shot up by $1 per cent. 

“Naive investors equate Cher: 
nomyrdin with stability," said 
Dirit Damrau, head of research at 
MFK Renaissance, a Moscow- 
based investment bank. 

In an attempt to justify his 
liwHsfnn to reinstate Mr Cherno- 
myrdin after sacking him in 
March, Mr Yeltsin said; “Five 
months ago no-ane expected the 
world financial crisis to hit Rus- 
sia so hard, no one expected the 
economic situation in Russia to 
became so complex. In these cir- 
cumstances, the key priority is to 
prevent sliding back and to. 
ensure stability." 

Anatoly Chu bais. Russia's chief 


loan negotiator, .warned that the 
ooimtry fated unprecedented eco- 
nomic dangers in the coming 
weeks. .“The fate "of the country 
rests on whether or not the new 
Russian government is able to 
resist these dangers," he said. 

"We have already witnessed 
the huge losses which the coun- 
try suffered after March 23 [when 
Mr Chernomyrdin was sacked] 
when there was virtually no gov- 
ernment for a month and a halt 
Now the situation is many times 
more difficult," he said. 

Cttechnjra poficy doubts, Page 2 
Len g thenin g shadows, Page 13 
Lot, Page 14 


Congo break-up as 
Angolans pour in 


By Mtcbtoa Wrong hi tOgafl, 

Victor MaSet hi Jobannestap, and 
HctoMtHohnaB in London 

Angola's large-scale military 
intervention in Democratic 
Republic of Congo yesterday left 
Africa's third largest nation fac- 
ing partition and marked the col- 
lapse of southern African 
attempts at regional cooperation. 

With tanks, trucks and 
armoured personnel carriers 
pouring into Congo from the 
Angolan enclave of Cabinda, 
trapped and outnumbered rebel 
forces faced a rout in the west 
but retained the upper hand else- 
where in tile country. 

Congo appeared doomed to 
division into a rebel-held eastern 
zone supported by neighbouring 
Rwanda and Uganda, and west- 
ern Congo, backed by Angola and 
Zimbabwe, which have defied the 
call of South African President 
Nelson Mandela to avoid becom- 
ing involved in the war. 

In a separate diplomatic initia- 
tive yesterday, Howard Wolpe, 
the US special envoy trying to 
mediate ’ an end to the fighting, 
met President Jose Eduardo dos 

Santos in the Angolan capital 

Eyewitnesses in Cabinda 
, reported that Angola mounted its 
operation to rescue Congolese 
President Laurent Kabila's gov- 
ernment even as southern Afri- 
can leaders meeting under Mr 
Mandela’s chairmanship in Pre- 
toria were calling for an immedi- 
ate ceasefire. 


“On Saturday and Sunday the 
convoys were so long that they 
started moving out at 5am and 
carried on until 6pm. The same 
thing is happening today.” said 
one resident 

The development dealt a blow 
to Mr Mandela’s moral authority 
and to hopes that South Africa 
would be able to play a stabilis- 
ing role in the region. 

Mr Mandela, who on Sunday 
won the backing of 14 South Afri- 
can Development Community 
(SADC) nations for his 10-point 
phased peace plan, yesterday 
sought to downplay his rebuff. 

He said Angolan President Dos 
Santns VmH given a commitment 
that his troops would not move 
beyond Kitona. the airfield pro- 
viding the rebels with a crucial 
supply line to their eastern bases 
“because they want a ceasefire". 

But Luanda’s forces ware 
reported to be continuing their 
thrust east towards Kinshasa 
while, privately. South African 
officials conceded that the Ango- 
lan offensive “defeats what we’re 
trying to achieve”. 

The intervention of Angola and 
Zimbabwe, which has sent troops 
to boost Kinshasa’s defences, is 
likely to lead to Rwanda and 
Uganda raising their involvement 
In the war. Both have played a 
covert role so far. They recently 
warned they would come out 
openly on the rebel side if their 
interests were threatened. 


Rebel threat to power, Page 4 
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Moscow delays giving details 
of $40bn debt restructuring 



towards 



By Jeremy Grant in London 
and Charies Clover in Moscow 


Foreign investors wer^ 
yesterday left In the dark 
over how Moscow plans to 
restructure $4Qbn in domes- 
tic debt after the new Rus- 
sian government delayed an 

announcement of how the 

scheme will work. 

It was the second time 
Moscow had postponed the 
exchange of short-term rou- 
ble-denominated treasury 
bills (GKOs), which is seen 
as crucial to alleviating its 
crippling debt burden and 
restoring confidence in Rus- 
sia's battered markets. 

Victor Chernomyrdin, the 


Viagra 
set to be 
cleared 
for sale 


By Neil Buckley in Brussels 
and Michael Peel in London 

Viagra, the anti- impotence 
drug, could be cleared for 
sale in the European Union 
within weeks, after winning 
approval yesterday from an 
EU scientific committee. 

The EU*s standing commit- 
tee on medicines, made up of 
representatives of the 15 
member states, gave the 
go-ahead for Viagra to be 
marketed, clearing the way 
for final approval by Martin 
Bangemann, industry com- 
missioner. 

Commission officials 
suggested Mr Bangemann's 
decision was likely by Sep- 
tember 15, or even earlier, 
allowing time for the 
approved instructions for the 
drug to be translated into 11 
EU languages. 

Viagra won approval from 
the US Food and Drug 
Administration in March, 
and has become one of the 
biggest-selling drugs in his- 
tory. EU consumers in 
search of supplies have so 
far bad to rely on internet 
sales, or visits to countries 
such as Andorra or Switzer- 
land where the drug is avail- 
able. 

The approval from EU 
states’ representatives fol- 
lows a positive opinion in 
May from the London-based 
European Agency for the 
Evaluation of Medicinal 
Products (EMBA) on a mar- 
keting application from 
!*Gzcr UK. and Roe rig Far- 
muccutici. both subsidiaries 
of Pfizer of the US. which 
developed Viagra. 

The EMEA said Viagra 
should be available only on 
prescription, to men with no 
history of cardiac problems 
who have undergone a medi- 
cal examination. 

ITofcssor Rolf Bass, head 
of (he EMEA's human medi- 
cines evaluation unit, said 
yesterday's decision was the 
"main stpp" in securing final 
approval. But he suggested 
the decision was not unani- 
mous. but hod been token to 
a vote. Germany, reported 
earlier to have concerns over 
the drug following the 
deallis of six users in the US. 
is understood to have 
pushed successfully for more 
information about contra-in- 
dications to be included in 
the instructions, 

Pfizer UK called yester- 
day's decision "another 
major hurdle we have leaped 
over”. 

"We don't see anything 
outstanding that conld ulti- 
mately prevent us from get- 
ting the licence." It said. 
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new prime minister, yester- 
day met members of his pre- 
decessor’s cabinet to go over 
the plan to convert GKOs 
due by the end of next year 
into longer-dated debt At 
the race dxig, he said a deci- 
sion on the restructuring 
was “very much awaited” 
and "one most not delay it”. 
But there was no sign last 
night of what the next step 
would be. 

Meanwhile, bankers were 
unimpressed with the results 
of a meeting between Rus- 
sian central bank officials to 
discuss the toms of a 90-day 
moratorium on repayments 
of foreign commercial debts. 
The meeting had been expec- 


ted to dear up key details of 
the moratorium. 

The central bank said a 
working group would be 
formed in September to deal 
with the moratorium, after a 
list of creditors and borrow- 
ers had been drawn up. How- 
ever, some bankers said 
there had been no decision 
to form any such group. The 
central bank also discour- 
aged western banks from 
using “unilateral actions” 
such as freezing Russian 
bank accounts, in retaliation 
for the moratorium. 

Foreign bankers gave 
mixed reactions to the latest 
developments on the GKO 
swap. Nerves were frayed 


last week when the plan was 
put off after fears that it 
might discriminate against 
non-resident holders of the 
debt. They have already 
accepted they stand to lose 
money whatever form the 
swap takes. Non-residents 
are thought to bold about 
$17bn Of toe GKO market 

“People already know that 
there's bad news on the way 
but it’s stOl better to get toe 
specifics of what one’s deal- 
ing with than have contin- 
ued uncertainty," said David 
Simmonds, head of eastern 
and central European 
research at Citibank. 

Most bankers expected the 
restructuring terms to be 


announced within days. * 
Some said the delay conld 
give the Internationa] Mone- 
tary Fund an opportunity to 
make its views known. It has . 
made no recent public com- 
ment on toe GKO exchange 
bub is understood to be con- 
cerned about how the swap 
will affect Russia's ability to 
stick to its pledges on fiscal 
reform, as laid out In toe 
IMF’s recant $22,6bn rescue 
package. “1 don't have any- 
doubt that toe future of the 
IMF package binges in part 
on the debt programme,” 
one banker said. 


in doubt 


By Cariutta Gal 
to Bramy, Chechnya 


See Comment and Analysis 
See Lex 



Neorion S hi pyards: expected to repair about 100 sMpe this year 


Sunken shipyard may soon be floated 

Kerin Hope relates how a once-closed Greek repair facility has become the star 
of the privatisation programme and revived the recession-hit Aegean island of Syros . 

F our years ago the 
Aegean island of Syros 
was sunk deep in reces- 
sion. The state-owned Neo- 
rion Shipyards, the island’s 
biggest employer, had shut 
down after three failed priva- 
tisation attempts, with the 
loss of more than 1,000 jobs. 

With few sandy beaches 
and no first-class hotels, 

Syros had little hope of 
becoming a tourist centre to 
compete with its popular 
neighbours, linos and Myko- 
nos. 

Syros families were 
already moving to Athens In 
search of work when Hama, 
a group of private Greek 
investors, acquired Neo- 
rion’s assets for 59m with 
the goal of transforming it 
into toe most efficient ship- 
repair yard in the eastern 
Mediterranean. 

Their success has made 
Neorion the star of the 
Socialist government's priva- 
tisation p r o g r a mme. 

After 15 years in the red, 

Neorion has posted annual 
profits between DrL2bn and 
Drl.5bn (S4m-$5m) In the 
past three years. The group 
plans to list the yard on toe 
Athens stock exchange next 
year, In what would he the 
first public offering by a 
company based on an 
Aegean island. 

“The fundamentals were 
there," says Yannis Tavou- 
laris. Neorion’s director. 

“Syros is well located for 
repair-work, on the main 
shipping route from Suez to 
Gibraltar, and the yard 
always had a reputation for 
quality. But it had been 
managed by a succession of 
political appointees and 
nobody paid proper attention 
to costs." 

Tiama's opportunity came 
when Greece was forced to 
comply with an EU directive 
abolishing government sub- 
sidies for shipyards. The 
Socialist government started 
to restructure debt-burdened 
yards and offer them for 
sale. But fierce union apposi- 
tion to privatisation and 
restrictions on cutting jobs 
discouraged most buyers. 

"Our investors' group was 


made up mostly of ex-ship- 
yard managers who were 
convinced Neorion could be 
revived ” said Mr Tavoularis. 
"Because the yard had been 
liquidated and the workers 
had been unemployed for 
two years, our relations with 
the union began on an 
entirely different basis." 

The group re-hired 600 
workers, offering them a 5 
per cent shareholding In the 
yard and a 15 per cent share 
of annual earnings. 

“Our first problem was to 
win back the confidence of 
shipowners, that Neorion 
could finish repairs on 
tone," said Mr Tavoularis. 
"The second was that the 
banks wouldn’t lend work- 
ing capital, so we had to pro- 
ride cash-flow from our own 
pockets for the flirt couple 
of months.” 

The yard is expected to 
repair about 100 ships this 
year at its facilities next to 
Syros port. These include 
dry dories that can handle 
vessels up to 60.000 tonnes 
deadweight and a computer 
centre providing on-line 
information to owners about 
the progress of repalrs. 

Neorion re-hired 150 more 
workers oo a daily basis as it 
recaptured business from 
competitors in Turkey. Italy 
and Malta. A Dr2bn invest- 


ment plan is under way to 
renew equipment and train a 
new generation of workers. 

A Piraeus-based ship- 
broker says: "Neorion has 
managed to attract work not 
just from local owners but 
from more demanding Nor- 
wegian and German ship- 
ping companies. The scope 
of services has widened to 
include specialised vessels' 
such as tankers carrying liq- 
uid gas, and one-off jobs that 
other yards in the region 
wouldn't attempt." 

Neorion’s rerival has con- 
tributed to a gloss of pros- 
perity in Syros, the adminis- 
trative centre for the 
Cyclades islands. One family 
in five has a son or husband 
working at the yard. 

N ew bank branches have 
opened, Athens-based 
retail chains and fast- 
food companies have set up 
franchising operations, and a 
high-speed ferry connection 
has halved the galling Hma 
to the mainland. 

Neorion’s managers esti- 
mate that in addition to sal- 
aries. the yard’s operations 
contribute about DrSbn a 
year to the island’s economy. 

"Hotels and restaurants 
get year-round business 
because they cater for crews 
of ships under repair. That 


keeps down costs and 
encourages more wholesale 
suppliers to include Syros on 
the di stributi on map for the 
islands,” says Dimitris Kalli- 
geris, the yard’s technical 
manager. 

The speed of Neorion’s 
tumround encouraged the 
Tlama group to bid for a big- 
ger Greek shipyard, offered 
for sale last year by the gov- 
ernment for the second time 
in five years. The group 
acquired the loss-making 
Eleusis Shipyards near 
Athens after its previous 
owner, the London-based 
Peraticos group, failed to 
resolve a long-running dis- 
pute with the Industry min- 
istry. However, Mr Tavou- 
laris sees a testing tone 
ahead for both yards as con- 
ditions deteriorate in the dry 
cargo segment of the inter- 
national shipping Industry. 
Freight rates were hit by toe 
Asian crisis and an oversup- 
ply of new ships, and Greek 
owners are starting to lay up 
older vessels. 

“Owners think about 
scrapping ships rather than 
repairing them when the 
market plunges. Some yards 
wiD be tempted to offer rates 
below cost in order to keep 
operating. WeH have to be 
even more careful about 
every drachma we spend.” 


Bank will leave the Irish to 
control their economic boom 



ECB watch 


By Fetor Her ma n In Bom 

A fall in inflation to a record 
low in Europe’s biggest econ- 
omy should, at first glance, 
augur well for stability in 
the future euro-zone. 

But the possibility that 
Germany '6 year-on-year 
inflation rate in August 
could be less than July’s 
record low of 0.9 per cent 
will instead add to the wor- 
ries of the European Central 
Bonk when it considers how 
official borrowing costs can 
converge to a single short- 
term euro interest rate at 
toe start of 1999. 

Hie ECB’s big headache Is 
Ireland, where the economy 
is booming with no sign of a 

slowdown despite a 
short-term rate of 6.75 per 

cent. 

Inflation was a relatively 
high 2.7 per cent in July. 
Dcutsehe Bank Research has 
forecast real growth this 
year of 9 per cent, well above 
the 5 per cent growth 
deemed sustainable by the 
Irish central bank. 

The feelgood factor and a 
sharp rise in property prices 
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are being reflected in grow- 
ing pressure for higher 
wages in the construction 
and public sectors. 

Germany, while expecting 
25 per cent growth fids year, 
has yet to experience any 

significant revival of domes- 
tic demand. 

The crisis in Russia is a 
further factor arguing 
against any increase in the 
Bundesbank's securities 
repurchase rate from the 
present 3.3 per cent This 
rate, unchanged since Octo- 
ber 1997, sets the time for 
core Europe. 

It is matched by the 
short-term rates of France, 
the Netherlands, Belgium 
and Luxembourg, while the 
official short-term rates of 
Austria and Finland are 


respectively 35 per cent and 
3.4 per cent 

Ireland’s misfortune does 
not stop at an overheating 
economy. Its share of the 
euro-zone’s gross domestic 
product is only l per cart, 
sharply limiting its ability to 
influence the process of con- . 
vergence towards a single 
official rate for the ll euro 
countries. 

With 19 weeks remaining 
before it assumes responsi- 
bility for euro-zone interest 
rates, the European Central 
Bank is making clear that its 
monetary policy will not be 
able to react to national diffi- 
culties such as the Irish 
boom. 

Officials draw parallels 
between the euro-zone and 
Germany or the US. where 


regional differences in eco- 
nomic performance exist and 
go unanswered by central 
bank action. In the case of 
the US. the drvergences in 
the business cycle of the 
states can range from boom 

to recession. 

The ECB expects Ireland 
to take responsibility for 
controlling its business cycle 
by tightening fiscal policy. 
That would be politically 
unpopular. 

But the hope Is that the 
spectre of wage inflation will 
prompt the Dublin govern- 
ment to art. 

The alternative is a power- 
ful inflationary boom once 
the Irish central bank's 
short-term rate is replaced 
by what is sore to beumuch' 
lower euro rate. 


One of the. victims of the 

dismissal of the Russian gov- 
ernment is the territory of: 
Chechnya, stall devastated 
by its war with Russia, 
which kilW . more than 
60,000 people: 

The breakaway republic 
had looked set to end its two 
years of economic isolation 
since toe war ended, when 
the Russian government 
recently signalled it had no 
objections to Chechnya seek- 
ing direct foreign aid and 
investment . 

But this change in the 
Russian stance .has been pat 
into doubt by the return of 
Victor Chernomyrdin, who 
headed the Moscow govern- 
ment during the war did 
jttt l** for the nhpchpwg there- 
after. ; 

Aslan Maskhadov, Che- 
chen president, received the 
green light from the Russian 
government to woo foreign 
aid and investment two 
weeks ago during his visit to 
the US. "Russia he« said 
there will be absolutely ho 
impediments end tt is even 
going to provide credit guar- 
antees,” said a presidential 
spokesman in Grozny. 

The stop marked a U-tura 
in policy towards Chechnya, 
and reflected greater realism 
from a Russian government 
in no position to fund post- 
war reconstruction. 

Since its troops withdrew 
in defeat from Chechnya, 
Russia has attempted to 
bring the rebellious republic 
under control thro ugh eco- 
nomic leverage. 

Officials have insisted that 
only Russia has tog right to 
assist Chechnya, but its 
inability even to pay pen- 
sions has forced t he C hech en 
government to look else- 
where. 

The US government has 
offered to supply wheat to 
Chechnya in h umanitarian 
aid. If toe deal goes ahead it 
will be the first gpvemment- 
to-goveraruent aid Chechnya 
has received. 

The Chechens, who hope 
to get 25.00060,000 tons to 
help them through toe win- 
ter, also see the deal as a 
step towards establishing 
international relations with 
foreign governments as a 
precursor to recognition of 
their independence. 

Jn an interview last week 
Mr" Maskhadov said his main 
aim remained to win recog- 
nition for his country of lm 
people. “Freedom is not 
given, you have to seize It,” 
he yud 

But a Chechen spokesman 
yesterday said they were 
unaware of what Russia’s 
policy towards toe republic 
would now be. “We are not 
expecting anything good,” 
one of them said. 

Spiralling crime apd insta- 
bility in the North Caucasus 
remain a deterrent fix inves- 
tors. Mr Maskhadov, who 
was nearly killed in a car 
bomb attarfr a m on th ago, is 
struggling to contain the vio- 
lence. 


NEWS DIGEST 


CURRENCY LEFT TO FLOAT .... 

Norwegian central bank 
ends defence of krone 

Norway’s central bank yesterday called a baft to te 

defence of the embattled krone after increasing interest 
rates for the seventh time this year. 

■ The bank - which raised benchmark interest ratesby 1-5 
percentage points last Friday - increased 
overnight lending rates by a further pewit yestertiayto 8 
per cent and -10 per cent respectively after seeing the 

krone fan to a new six-year low against the Ecu; 

Nevertheless. Kjeil Storvflc, the central ten k govrtn or, 
-said: “There will be no more adjustments in Interest rates 
. for the time being.” The move in effect allows the currency 
to float and signals an aid to the bank’s instated . 

of supporting the krone whenever It weakened beyond 105 
against. the Ecu Index of European currencies. 

Since mid-July the central bank has spent NKro.oon . 
($720m) to prop up the currency, but economists rn Oslo 
yesterday interpreted Mr Storvik’s comments as the death-. 
kneH of that strategy, at least in the medium term. 

Following the rise the krone ended the day at NKT4.35S 
against the D-Mark in London, down from NKr4294 on the 
day, and at NKr7.79 against the US dollar (NKr7.76). 

Several economists predicted a period of currency sta- 
bility, but warned that the combination of high interest 
rates and decfinJng oil surpluses increased the likelihood of 
an economic downturn next yea - . Tun Burt, Stockholm 
See Currencies and Lex 


NAZI GOLD 


New demands on Vatican 

The Vatican yesterday faced renewed demands that ft 
should open its files relating to gold and other assets sto- 
len by the Nazis during the second world war. 

Lord Mackay. the chairman of last December’s interna- 
tional conference in London on Nazi gold, spoke of the 
“importance of the opening of archives" in allowing the 
loot to be traced. Writing in the conference report, pub- 
lished yesterday, the former UK government official said 
the Vatican was asked to publish wartime and post-war . 
archives, but did not respond. 

At a press conference Lord Mackay said a fond to sup- 
port needy victims of Nazi persecution now stood at £36m 
(S60m), of which the US, the Netherlands and Austria were 
among the main donors. George Parker, London 
See Comment aid Analysis page 
• Credftanstatt bank of Austria said yesterday it would 
conduct a fresh Investigation to prove it had no record of 
being involved in the transit of gold robbed from Jews dur- 
ing the war. The bank has been included in an $18bn law- - 
siit filed by Holocaust survivors against Deutsche Bank 
and Dresdner Bank in June. Reuters, Vienna 


DIGITAL BROAD CAS TING 

Bonn announces timetable 

Germany’s coafition government yesterday announced a 
timetable for the Introduction of digital radio and television 
in the' country. By the year 2010 around S5 per cent of 
televisions should be capable of receiving digital pro- 
grammes, making analogue televisions obsolete, according 
to a report published by the commission for digital broad- 
casting and approved by the cabinet yesterday. The com- 
mission was set up by the government last year and com- 
prises representatives from federal ministries, Germany’s 
federal states, broadcasting channels, trade, industry and 
consumers groups. 

Digital radio will be introduced as a supplement to anal- 
ogue services this autumn or - at the latest - early next 
yes'. In 2003 the commission will decide when to phase 
out analogue rarflo broadcasting. Tobias Buck, Bonn 


HOLOCAUST ME MORIAL 

Germany postpones decision 

Germany yesterday postponed a controversial decision on 
whether to buSd a huge memorial to the 6m Jews killed In 
the Holocaust until after elections on September 27. 

Chancellor Helmut Kohl, a strong backer of the memo- 
rial, and Eberhard Diepgen, the Berlin mayor and a 
staunch opponent, agreed to the delay just one day before 
the city government had been due to vote on the project 
Mr Kohl has taken an intense personal interest in the 
showpiece project dedicated to the memory of the victims 
of Nazi terror, which has been in pfenning for 10 years 
amid sout-searohing over its design. Mr Diepgen says it 
would be too grandiose, and the centre of Berlin has no 
historical connections to the Holocaust Reuters, Berlin 


Serbian fire pushes 
back Kosovo rebels 


By Guy Mmnore 
Id Papansa, Serbia 


Bonn proposes Belgrade sanctions 


Serbian artillery yesterday 
hammered ethnic Albanian 
villages in the soufh-west of 
the province of Kosovo, forc- 
ing separatist rebels to puD 
bade and driving thousands 
more civilians from their 
home. . 

Areas near Kosovo's air- 
port also came undo- heavy 
fire an the second day of the 
latest go vernme nt offensive. 

Hie MBs around the key 
town of Suva Reka. on Kos- 
ovo’s main north-sonth high. 

way, reverberated with shell- 
fire. Refugees poured Into 
Pagarusa, a hamlet ,45km 
southwest of the provincial 
capital Pristina. 

Diplomats said the govern- 
ment was attempting to 
clear out villages close to 
main highways and push the 
Kosovo Liberation Army 
(KLA) into an ever gmaliw 
circle of land in central Kos-- 
ovo. Once. the villages are 
empty, police' and paramili- 
tary forces move in, looting 
and burning homes - despite 
assurances given by Slobo- 
dan Milosevic, the Yugoslav 
president, to the interna- 
tional community that civil- 
ians are welcome to return. ' 

Same 50 refugees, mostly 
women and children, 
crowded into a single room 


Genmany yesterday 
proposed a package of 
sanctions, to be Introduced * 
with otfier European Union 
nations, to increase 
international pressure on 
Belgrade to end its offensive 
against ethnic Albanian 
Kosovans, writes Pater 
Norman in Bom. 

The cabinet decided to 
give the proposals a push to 
underline its “extreme • 
concern about the escalation 
of violence'' and its fears of 
a “humarri-farian 
catastrophe” among 


refugees In the region with 
the onset of winter. 

Borin’s can included; the 

Mocking of accounts of aB 
state-controlled Yugoslav or 
Serbian banks and 
companies; visa curbs cn 

business traveBere and 
tourists; a take-off and 
fending bah for Yugoslav : 
airlines at all EU airports; 
and reaffirmation that all 
details of crimes In Kosovo • 

are being passed to the 

court in The Hague dealing 
with war crimes in former ■ 
Yugoslavia. 


in a farmhouse in Pagarusa. 
One of them,/Musli Bytyd, 
described how all 1,500 

Inhabitants of Sfenetiste hail 
fled when, the bombardment 
began at dawn* on - Sunday. 
They had little.. time to 
gather their possessions and 
were short of food.' . . . 

“We only want freedom, 
nothing that doesn’t belong 
to us,” he said. Ethnic Alba- 
nians -make tip same 90' per 
cent of Kosovo’s 2m people 
but their demands for inde- 
pendence have found no sup- 
port from the international 
community. Nato has threat- 
ened to strike in Kosovo, bid 
some member states are 


reluctant to take action 
without approval from the 
UN Security CounciL where 
Russia and China are 
opposed to intervention. 

Serbian officials said KLA 
“extremists" had provoked 
the latest operation by 
attac hing police on the Eris- 
tina-Prizren highway and at 
Komorane on the main road 
west of the capital. One-: 
policeman was reported 
kfllfid. while a Serbian jour- 
nalist and his driver were'. 
wfeSttiK- “The action -to 
crush the Albanian extram- 
1st . g roups remaining in toe 
region is under way." an offi- 
cial statement said. 


l ‘it-JrM 

■+SX 

I 

‘ t 


- -J* 
•«* 

: I--’** 




II 


Rica 
to 0|H‘ n 

Diver HHTtoi 


,-tT- 


- m 


£ 


--■rail 

... j. 

-a*-* 

> m 

- 

w 



2* 




S 


■JS. 


kSPr'7- 




* . 


k* , £ % 

* v * 

nr.:* 


■rt \ a . \ * 
Jf -■ V 


,'f. 7’ 7** 1 ; 

• WT \ 

■ v ** c . * v 


. I 











- 


FINANCIAL TIMES 


TUESDAY AUGUST 25 


1998 * 


THE AMERICAS 


■ r «rt to 

e Sian i 




host 


de, ence of 


Cenlra l W 
* of < 




matids on Vatican 


■‘^v * 


; Vvf^faai. 

•• • 

]' “ J''«?Kang fc 

' J -NK-* 

'-‘a'd-^sct 
• •• a «fr 

“ - r Icnaon 

' - i ‘-‘r 

• : ••••.:•. .: nuj 

’ v:ctuj 

'••• ■vnoffsi: 

Sifcfa 

Wr.rw 




flounces timetable 


■ * . .rrri.xec2 

• .-jaw: 

''fore- 

• zzr, 

• ■ • • TjWtrs 

. ' ■.■■■. TT4C- 

• ■»!■!■«» 
- -k-SSM 

. •... -ttsa# 

vw.M" ■.:{*» 
*. •!■■■;*> Buck. B(W 




postpones decision • 


■ - ,^vd r 

„ . 

-v?:* 
. * .if** 

.1 -I V IV 

‘ 


pushes 

\ rebels 

... «,>i««de sane 1 


SAy S EVIDENCE OF 'PATTEBNOF FELONIES' WOULD BE NEEDED TO IMPEACH PRESIDENT 

Gingrich softens Clinton stance 
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By G erard Briar fa Washington 

Newt Gingrich. Speaker of 
the OS House of Represen- 
tatives, yestentey sought to" 
play down expectations of 
possible impeachment pro- 
ceedings against President 
Bfll dtoton, saying Mr Clin- 
ton Should not be removed 
from office - fee: a “single 
human mistake’*. 

Mr Gingrich said he 
believed Congress would 
need evidence from Kenneth 
Stair, independent prosecu- 
tor. of a “pattern of felonies" 
by the president, encompass- 
ing matters wen beyond the 
Monica Lewinsky sex and 
lying case, if it was to pro- 
ceed against the president 


“I don’t thsnk the Con- 
grass could move forward 
only on Lewinsky, unle ss he 
[Mr Stair] had such a dear 
case, such, an overpowering 
case," the speaker told the 
Washington Post in an inter- 
view. 

. Mr Gingrich’s remarks 
contrasted sharply with 
some of bis earlier speeches 
in which he the 

president over what he 
described as a consistent 
pattern of obstructing- jus- 
tice. They are also at odds 
with the views of scone of his 
Republican colleagues who 
have suggested Mr Clinton 
should be impeached an the 
basis of what is already pub- 
licly known about his 


acknowledged lies In the 
Lewinsky affidr. 

Instead, Mr Gingrich 


day that Mr Starr’s case 
would need to include 
detailed evidence of wrong- 
doing in. the range of other 
mattes he has been investi- 
gating. Those include Mr 
and Mrs Clinton’s White- 
water httd dwt in the Ude 

iSfiQs. the firing of the White 
House travel office in logs, 
and the wrongful use of FBI 
flies by fiie White House. 

- if that does become a con- 
dition: tor impeachment it 
will mnip the task of remov- 
ing Mr Chilian much more 
difficult than hitherto 
thought. It is widely under- 


stood that Mr Starr’s report 
to Congress, expected within 
the next month, will focus' 
almost exclusively on possi- 
ble pegjury and obstruction 
of justice, by Mr Clinton in 
the Lewttriky case. 

He is not expected to issue 

a report an the other mattes 
under investigation until 
much later, perhaps not 
until next year. And it is 
also widely expected that, 
while Mr Starr has raised 
plenty of questions about Mr 
Clinton’s behaviour in those 
matters, he has found so 
clear evidence of a pattern of 
obstruction. 

The speaker's remarks 
suggested Republicans 
remain highly nervous about 


moving firmly against Mr 
Clinton, which they fear 
amid hurt them In Novem- 
ber's hud-tarn congress i onal 
elections. Though pedis sug- 
gest a growing number of 
Americans regard Mr Clin- 
ton's personality with dis- 
taste. they continue to 
approve strongly erf the job 
he ha« done as president. 

But Mr Gingrich’s remarks 
also seemed designed to neu- 
tralise attacks cat Hm as too 
partisan to lead an impeach- 
ment process. 

His PBT- »gr a ttacks an the 
president bad alarmed some 
Republicans, since in any 
impeachment it would be the 
speaker who would have to 
preside over h*a»Hng»r . 



New moves 
in Mexico 
bank impasse 


By lade Crawford 
la Mexico Sty 


Gingrich: views at odds with 
soma RapubSesn coflasgun 


Costa Rica in 
plan to open 
up power sector 


MOTOR INSURANCE CLAIMS ALLSTATE TAKES AGGRESSIVE STANCE 


LA doctors accused of fraud 


By James WBson in Panama 

Costa Rica's President 
Miguel Angel Rodriguez has 
announced {dans to open up 
the country's electricity mar- 
ket to competition. 

Mr Rodriguez said he 
would send a bill to the 
national assembly this week 
that would allow private 
companies to generate power 
and sell 'it to the Institute 
Costarricense de Electric- 
idad (Ice), the state monop- 
oly that also controls tele- 
communications in the 
country, or sell directly to 
large customers. 

Costa Rica, has lagged 
behind Its neighbours in 
Central America in introduc- 
ing competition into many 
state sectors. Mr Rodriguez, 
who took office in May. is 
trying to accelerate this pro- 
cess and has already 
announced plans to offer a 
cellular phone concession to 
compete with Ice. 

However, there are no 
plans yet to restructure as 
dramatically as other coun- 
tries in the region, which 
have sold off or plan to sell 


off their state utilities. . 

Mir Rodriguez sand AemrmA 
for electricity was growing 
at 10 per cent a year and 
said the country had to pro- 
vide incentives to generate 
more power if the economy 
was to keep growing. * 

In a television address at 
the weekend, he also 
revealed tighter targets for 
Costa Rica's fiscal deficit, 
which has been one of the 
country’s most rirffimH. eco- 
nomic problems. He said the 
deficit would end the year at 
3.72 per cent of gross domes- 
tic product, or approxi- 
mately 3357m. and predicted 
it would foil Anther to L7 
per cent by the end of next 
year. . 

Mr Rodriguez said the nar- 
rowing of the deficit would 
help 'to cut inflation, expec- 
ted this year to be around 12 
•per cart. The president also 
said an extraordinary budget 
sent to the assembly last , 
week would cut internal 
debt by lOfan colons (338m), 
and pledged that public 
spending would be cut next 
year by 2 per cent of gross 
domestic product 


| By Join Anthers fa Hew York 

Allstate, one of the largest 
l US motor Insurers, yester- 
day sued a group of doctors 
and chiropractors in Los 
Angrier for 325m over fraud- 
uleni for patients 

with whiplash injuries. 

The company has taken an 
aggressive stance over insur- 
ance fraud in the last two 
years, setting up a special 
investigative unit with 686 
employees, this is one of 
a series of lawsuits. 

It launched a separate law- 


suit earlier this year over 
faked accidents - in which 
people paid by a fraud ring 
would drive slowly in front 
of other cars in an attempt 
to create an accident, and 
then gain false diagnoses 
from doctors. 

Bnt is this case Allstate 
said it was suing doctors for 
“opportunistic" fraud, in 
which they overcharged for 
the treatment they gave to 
genuine victims. This 
involves abuse of the treat- 
ment “codes" agreed in 
advance between medical 


professional bodies and 
Insurers for gauging fair 
charges for particular forms 
of treatment The practice is 
known as “up-coding”. 

For example, insurers 
would be seat a Mil for four 
hours of treatment when 
only one hour had taken 
place. * 

Dennis Kass of Manning. 
Marder & Wolfe, the Chicago 
law firm- representing 
Allstate in the case, said: 
“These people are misrepre- 
senting to the insurance 
companies that, patients are 


crlticalJj’ injured when in 
fact they’ve just got minor 
bumps and bruises. They are 
using treatment codes that 
would normally be used for 
cancer and Aids to treat 
people with soft tissue inju- 
ries." 

The intention is to deter 
similar fraud by other doc- 
tors. Allstate said it had 
identified 331 potentially 
fraudulent claims from two 
Los Angeles- area clinics so 
for but was investigating 
similar patterns in several 
other cities. 


Decline, in loans to big business 


By Richard Woffla 
fa Washington and John 
Aoflwrs fa New York - 

Loans to big businesses have 
declined for the first time 
since the start of 1996 as 
large US companies cut 
investment, mergers and 
acquisitions- - 
A Federal Reserve survey 
of bank l an d ing over' the last 
three months said that the 
slowdown among ■ larger 
companies was a reversal erf 
the trend in previous 
reports. 


However, the survey, pub- 
lished yesterday, found that 
only 9 per cent erf banks 
reported a decline in lending 
to larger businesses, at a 
tiwp when loans to smaller 
companies remained un- 
changed. 

Among foreign banks oper- 
ating in the US, the Fed 
found strong evidence of a 
withdrawal from iwiwrnwriai 
and industrial lending ova 
the last year. 

Mare than Half of those 
surveyed — 61 per cent — said 
the growth in such loans Had 


slowed, mostly because of 
concerns over the financial 
health of their own parent 
banks. 

' The Fed said “substantial 
fractions" of foreign banks 
had also tightened credit 
standards and terms. 

In consumer lending the 
Fed found banks had tight- 
ened standards for loans, 
which had cut the volume of 
credit card and consumer 
lending at around a third of 
US banks. 

Home mortgage loans per- 
formed more strongly, as the 


robust housing market and 
brisk demand for re-financ- 
ing combined to lift demand. 

More than a third of banks 
reported Increased demand 
for home loans, and 10 per 
cent said that they had eased 
their lending standards over 
the last six months. 

The report's evidence of 
weakening trends in corpo- 
rate activity could amplify 
Wall Street's worries about 
the banking sector itself. 
The last month has seen a 
dramatic seh-eff of shares in 
banking stocks. 


Mexico's ruling part}* has 
presented new proposals to 
break a five-month political 
impasse over the $65bn cost 
or rescuing the banking sec- 
tor following the country's 
financial crisis in 1995. 

On Sunday the Institu- 
tional Revolutionary party 
(PRI) announced a new plan 
which would force financial 
institutions to shoulder 25 
per cent of the fiscal cast of 
the bank bailout. It also pro- 
posed replacing bank operat- 
ing licences with a system of 
fixed-term concessions to 
give the government more 
control over hanking 
operations. 

In addition, the PRI pro- 
posed a lObn-pesu tSi.lbnt 
debt relief programme to 
help mortgage holders, form- 
ers and small businesses 
unable to repay bank loans 
when interest rates trebled 
after the devaluation of the 
peso in December IBM. 

Mariano Palacios Alcocer. 
leader of the PRI. said his 
party would table tougher 
Laws against white collar 
crime to pursue government 
officials, bank employees 
and fraudsters who had 
abused the financial system 
and added to the cost of the 
bank bailout. Until now. 
President Ernesto Zedillo's 
government has been unable 
to jail bankers accused of 
defrauding their own banks 
because financial crimes in 
Mexico are considered a bail- 
able offence. 

The Mexican government 
Injected large amounts of 
capital to prop up insolvent 
banks during Mexico’s eco- 
nomic crisis, which started 
in December 1994. A central 
bank trust known as Foba- 


proa also acquired hundreds 
of billions of pesos of bad 
loans to clean up the balance 
sheets of shaky banks. 

The cost of the rescue 
operation, however, has 
become the most divisive 
rods! and political issue of 
Mr Zedillo’s presidency. In 
March, the government 
tabled legislation to consoli- 
date the 552bn-peso cost of 
the rescue, currently off-bud- 
get. with Mexico’s public sec- 
tor debt. But legislators 
balked at the sum, which 

Institutions would 
have to pay 25% 
of the fiscal 
cost of bailout 


equals 14.5 per cent of gross 
domestic product and which 
would raise public debt from 
29 per cent of GDP to 42 per 
cent. 

The PRl's new proposals 
were welcomed by the appo- 
sition National Action and 
Revolutionary' Democratic 
parties, which control the 
lower house of Congress. 

Rogelio Sada Zambrano, a 
National Action congress- 
man, said: “There is now a 
strong possibility of the 
three parties reaching a con- 
sensus over the bank bailout 
and financial reforms.” 

The National Action party 
announced its own proposals 
to deal with the banking cri- 
sis. its plan also included 
tougher laws against white 
collar crime, a tax on finan- 
cial services - to be borne by 
banks and bank users - to 
help pay for the cost of the 
bank bailout and debt write- 
offs for small debtors. 


On the web today 

• Fun-packed playground for Uncle Sam • Honduras 
leader determined to keep firm grip on foe reins 

• Caracas bond and stock markets take a breather 
http^fwww.ftcom/americas 
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Shell declares force majeure on shipments 


By Robert Canine in Lawton 

Royal Dutch/Shell. the 
biggest oil producer in 
Nigeria, has for the first 
time declared force majeure 
on shipments from both its 
Bonny and Forcados crude 
export terminals in the 
Niger Delta. 

Exports totalling about 
800.000 b/d. or just under 
half of Nigeria’s total crude 
output, have been affected 
by two separate incidents, 
according to Shell officials. 

Force majeure at Bonny 
was declared on Saturday 


after a wiati> pipeline linking 
inland processing plants 
with the coastal export ter- 
minal was sabotaged. 

Investigators round that a 
9mm hole had been drilled in 
a buried pipeline, causing an 
estimated 700 barrel oil spSL 
Shell was forced to shut 
down all production 
upstream from the -leak in 
order to cany out repairs. 
Last night Shell - said it 
expected shipments from 
Bonny would he disrupted 

for the next few days. 

The company said the For- 
cados incident was unrelated 


and did not appear to be sab- 
otage as it involved a pre- 
sumed leak in a pipeline 
7km offshore. Shell said an 
investigation team was on 
site, but it could give no esti- 
mate of when exports from 
Forcados might resume. ' 
The operations of Shell 
and other joint ventures 
between foreign oil compa- 
nies and the state-owned 
Nigeria National Petroleum 
Company in the Niger Delta 
are routinely interrupted, by 
what the oil companies calls 
“community actions". These 
range from sabotage to the 


temporary occupation of pro- 
duction facilities. 

The disturbances are 
linked to widespread resent- 
ment among local people 
about the long-standing 
neglect of the region, in spite 
of it being the imm source 
of Nigeria's exportearnlngs. 
“There is a dew sense of dis- 
satisfaction in the Niger 
Delta," said one oil man 
familiar with the problems 
of the area. Shell yesterday 
said it had not detected any 
rise in such incidents since 
the death of General Sard 
Ahacha, the former Nigerian 


leader, “but nor have we 
seen any decrease”. 

Many foreign oilmen are 
keen to see mote funds 
directed toward the develop- 
ment of the area, although 
they say fundamental 
reforms may first have to be 
made to Ompadec, the gov- 
ernment agency ostensibly 
In charge of seeing that a 
proportion of Nigeria's oil 
revenues are reserved for 
projects in the Delta.' - 

The Ahacha regime exer- 
cised especially tight control 
over oil revenues. Little 
money filtered down to- the 


Congo rebels 
could cripple 
mining region 


By Mark Turner In London 

Rebels in control of Congo’s 
Inga hydroelectric power sta- 
tion pose a potentially para- 
lysing threat to future cap- 
per and cobalt production in 
Shaba, the country's miner- 
al-rich southern province, 
raining analysts said yester- 
day. 

Apart from providing 
power to Kinshasa, the coun- 
try's capital, and neighbour- 
ing Brazzaville, which yes- 
terday suffered their seventh 
day of electricity shortages, 
Inga supplies electricity to 
operations in the copperbelt 
almost 2.000km away. 

As Angolan troops poured 
ov er the bonier in support of 
President Laurent Kabila, 
fears were growing that des- 
perate rebels trapped 
between two armies could, 
in a worst-case scenario, 
destroy the installation and 
black out much of central 
Africa. 

“There would be a human 
catastrophe of the highest 
order," said John Clemmow, 
an analyst from Investec 
Securities in London. 

Since 1983 a high-tension 
line has connected the dam 
south-west of Kinshasa not 
only to the capital but to 
Shaba’s copper mining cen- 


tre of Kolwezi l,750kro to the 
south. 

Further links allow Inga 
power to reach as far as Zim- 
babwe, which takes up a 
small amount of Congo’s 
excess energy. From there 
lines are connected to the 
South African power grid. 

At the time of Its construc- 
tion, the flbn link was her- 
alded as the longest direct 
current transmission it™* in 
the world. 

Today its more strategic 
significance Is all too appar- 
ent: much as the former 
President Mobutu Sese Sefco 
of Zaire intended, it has 
become one of the world’s 
longest rein of political and 
economic power. 

In the short term, power 
would be cut to the two 
national capitals and 
Katanga, Mr Kabila's home 
province in the south. 

In the long term. Inga’s 
destruction could seriously 
undermine any hope for 
Congo to base an economic 
recovery on revitalising its 
copperbelt. 

According to mining 
experts, future metal extrac- 
tion projects in the south are 
close to totally dependent on 
the link 

“In our plans, 100 per cent 
of our power would come 



A policeman (Greets traffic on central Kinshasa yesterday as the rebel advance on the capital was reported to have.been I 


from Inga,” said Phil Wright, 
president of Tenke Mining, 
which, together with Con- 
go’s state-owned Gecamlnes. 
is running a $475m copper- 
cobalt project in the south of 
the country, 

"In the event that power 
should stop coming from 
Inga, the Congo would suffer 
a substantial power deficit.” 

"There is no doubting 
Inga’s importance," said Earl 
Young from American Min- 
eral Fields, which is at pres- 
ent in talks for mining lights 
in Congo. 

During the 1980s Congo 
was one of the world’s lead- 
ing capper and cobalt pro- 
ducers. with annual output 
as high as 475JXH tonnes and 
17,000 tonnes respectively. 

Following the near-total 


collapse of Gecamines in the 
early 1990s, copper produc- 
tion fell to less than 10 per 
cent of that figure last year. 
But Mr Kabila's arrival bad 
raised hopes of a renais- 
sance. 

A string of recent about- 
faces and delays had put 
those hopes into question, 
but not deterred profit-hun- 
gry miners from maintaining 
links with Kinshasa. Recent 
events, despite daima by the 
mining sector that the situa- 
tion is calm, could dash 
these hopes. 

"The proposed develop- 
ments in the Shaba region 
have gone ahead because of 
access to cheap energy," said 
Mr Clemmow. "If Inga was 
blown, it would make them 
un viable." 
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WORLD TRADE 


Japan recession hits semiconductor market 


By Gerard Baker tai Washington 

The foreign share of the 
Japanese semiconductor 
market dropped to its lowest 
level in more than a year in 
the first three months of 
1998. the US administration 
reported yesterday. 

The Clinton administra- 
tion attributed the decline to 
the severity or the Japanese 
recession in the first quarter, 
but officials warned Tokyo 
that domestic economic 
weakness should not be used 
ns an excuse for Japan to 
turn away from imparted 


goods. "No longer can any 
country effectively compete 
in the international electron- 
ics industry without sourc- 
ing semiconductors from the 
best and most efficient sup- 
pliers," said William Daley, 
commerce secretary. 

“Given the current eco- 
nomic situation in Japan, it 
Is especially important for 
Japanese firms to have 
unfettered access to foreign 
suppliers." . 

Foreign companies' share 
of Japanese semiconductor 
spies fell to 31.7 per cent in 
the first quarter, from 32.7 


per cent tn the last three 
months of 1997. The first 
quarter’s figure was the low- 
est since the last three 
months of 1996. 

Total Japanese sales fell 
by 3.7 per cent in the first 
quarter, following a 10 per 
cent decline in the last three 
months of 1997. the adminis- 
tration said, and exports to 
Japan from all regions 
declined. US companies suc- 
ceeded in maintaining their 
share or the Japanese mar- 
ket, but the big losers were 
Korean companies, whose 
sales fell by nearly one-third 


from the previous quarter. 

The principal factor 
behind the drop in foreign- 
ers’ share was a big fell In 
prices for dynamic random 
access memories (DRAMs). 
Asian companies are the 
leading suppliers of DRAMs 
to Japan, while US compa- 
nies have a relatively insig- 
nificant share. 

The US has published reg- 
ular analysis of the Japanese 
semiconductor market as 
part of its monitoring of the 
1996 agreement with Tokyo 
to improve international 
access to the Japanese mar- 


ket. The foreign market 
share bad in feet been rising 
since the early 1990s, from 14 
per cent in 1991 to 27 per 
cent by nrid-1996. 

After that the foreign 
share continued to rise, 
reaching a high of 35J3 per 
cent in the second quarter of 
last year. But since then the 
deepening Japanese reces- 
sion has hit foreign suppliers 
especially hard. 

“We are carefully watch- 
ing the semiconductor situa- 
tion in Japan, which graphi- 
cally . demonstrates the 
negative effects of the cur- 


rent recession/downtum in 
the Japanese economy,” said 
Charlene Barshefsky, US 
trade representative. 

But the US also said there 
had been fhrther progress in 
securing co-operative agree- 
ments between Japanese 
companies and foreign semi- 
conductor suppliers. 

“We are pleased by Hie 
high level of interest sho wn 
by US suppliers and Japa- 
nese uses in the industry 
co-operative activities taking 
place under the framework 
or the 1996. . . agreement," 
said Ms Barshefsky. " 


Hong Kong faces a dilemma 
over global telecoms carriers 

They are pushing to enter the territory’s international market but 
their plans could yet be frustrated, reports Louise Lucas 


G lobal telecoms carriers 
are eagerly preparing 
the ground to enter 
Hong Kong’s international 
market when It liberalises 
an January 1 nest year, but 
their plans could yet be frus- 
trated. analysts say. 

The dilemma for Hong 
Kong, which has accelerated 
deregulation os part of its 
pledge to the World Trade 
Organisation, is to meet the 
wishes of potential foreign 
players while appeasing 
existing local operators. 

Three new telecoms com- 
panies were allowed to com- 
pete with Hongkong Tele- 
com, the former monopoly in 
the domestic market, three 
years ago. 

This entailed heavy Invest- 
ment for the newcomers, 
with little payback until 
they circumvented the 
monopoly on international 
calls by offering callback 
facilities. 

Callback, whereby outgo- 
ing calls are bounced back 
as incoming ones, enabled 
the three competitors to take 
an estimated aggregate 20 
per cent market share of the 
international market 
However, said Dylan Tin- 
ker. regional telecoms ana- 
lyst at Jardine Fleming 
Securities, the right to enter 
callback was a dear qtdd pro 
quo far obligations to build 
local lines. 


"The telecoms regulator 
will never say it’s a cross- 
subsidy, but these operators 
got into the local game 
because they wanted to get 
into the IDD [international 
direct dialling! game, and 
that’s where the money 
was." be added. 

“That’s why these fixed- 
tine operators will feel 
betrayed If the foreign new- 
comers do not have the same 
conditionality." 

"Betrayed" may be putting 
it mildly. New T&T, which 
three years ago won one of 
the three fixed-line licences, 
notes it has laid more than 
700km of fibre, connected 
more than 170 of the prime 
buddings to that backbone, 
and installed 45.000 opera- 
tional lines. 

By contrast claimed Leslie 
Harris, president of New 
T&T. the foreign carriers’ 
goal is to come in and install 
some small rings around the 
prune business district of 
Central, home to the big 
investment banks and mul- 
tinationals. 

“That’s a way to allow the 
global telecom companies to 
siphon money out of Hong 
Kong without rally invest- 
ing - malring an investment 
of a couple of hundred mil- 
lion Hong Kong dollars - 
while we are investing 
HKS&Sbn [US$844mj because 
we are committed to build- 


ing infrastructure through- 
out the territory.” 

Foreign carriers dispute 
this. Apart from anything 
else, noted Mark Smith, 
managing director North 
East Asia for British Tele- 
com, the days of customers 
being concentrated in a clus- 
ter in central districts were 
long past: BT’s customers 
range from the remote New 
Territories, home to indus- 
trial plants, to the far-flung 
sea ports. 

Mr Smith, like his peers, 
saw little reason to suspect 
the Office of the Telecommu- 
nications Authority (Ofia) 
would depart from its tradi- 
tionally pro-competitive 
stance, and believed it would 
make Hang Kong one of the 
’ region's most liberal tele- 
coms markets. ' 

Steve LkitfeH. president of 
Woridcom Asia Pacific., 
described Hong Kong as 
being at a crossroads in the: 
telecoms industry. “The rea- 
son It is particularly rele- 
vant that the liberalisation 
process continues down the 
right path is that it's very 
important for Hang Kong as 
a business centre.” 

Thus those companies — 
along with a slew of likely 
candidates including, say 
analysts, regional players 
like NTT of Japan and Singa- 
pore Telecom - are banking 
on receiving the green tight 



Global telecoms gamers are tageriy preparing the grand to enter Hong Kong's fa itra n at ion al' mwfcet 


lata - tills year to start con- 
ducting International simple 
resale HSR). 

ISR, which effectively 
allows carriers to lease and 
on-sell existing telecoms 
capacity, will be permitted 
from January l. Industry 
players expect Ofta to follow 
the trend it set with the 
more limited virtual private 
network services, and 
license every .player that 
wishes to enter. 

But Mr Tinker said this 
optimism might be-' mis- 
placed. In view of the condi- 
tions which had been 
imposed on the three local 


fixed-line providers. To 
answer their cries of 
"unlevel playing field”, he . 
thought the government 
migh t impose some. sort of 
local network tax. 

Either way If is a tough 
call for the government's 
newly established Interna- 
tional Technology and 
Broadcasting Bureau. 

On the one band it must 
strive .to ensure Hong Kong 
has a . reputation for being 
open and competitive, partfo-. 
ularly as it would attract 
harsh criticism if it -were 
seen to be backing away 
from pro-competitive policies; 


in the jeer after Hong Kong 
came under Chinese sover- 
eignty. Equally the: economic 
slowdown ami high unem- 
. pfoymeht make it a sensitive 
time to do away with cross- 
subsidies, by removing curbs 
cm the pricing of local calls 
(now free.' with. a fiat rental 
for the line). 

Of. obtuse, the local opera- 
tors have- their- own trump 
cards. The three newer play- 
firs are all- units of some, of 
the territory’s: biggest lint, 
lords; was if .likely 'the- for- 
eign carriers would - -be 
;granted_’ access to put In 
thefr fibre? asked Mr Harris. - 


NEWS DIGEST 


Delta, which Is mainly 
inhabited by politically weak 
ethnic minorities. "Ompadec 
heeds to. be dfrcenfiaHsed* 
in order to be effective, said 
one Nigerian oil executive. 

Meanwhile, the govern- 
ment -of General Abdulsalam 
Abubakar, Gen Abacha’s 
successor, has' continued its 
reform of the o3 sector with 
the a ppo in tment of a new 
head of marketing at NNPC. 
There has been a shake-up. of 
the sector as the new gov- 
ernment movesto reduce the 

intioence of.those who were 
close to Gen Abachn. 


'Mr Boesak, prosecutors sau 
spent donor money on first-class trav el, is a lso 
using donor funds to setup a 
for his wife, Bna. a former radio 
The accusations were lira* made by a Dardshald agency 
before South Africa’s first folly democratic elections m 
1994. Reuters, Cape Town 

WEAK SECONDARY SECTOR % 


S African growth sluggish 

Economists began downgrading .their South AfivrenfftJWfo 
. fo nGfivfa ^y wnfef rfay after, fouretease of data wrocn snpwoa 
the eoonorrtygrew at only a srtaiTs pace in the second 

quarter. ... 

The Cehtrai Stafisfeal Sendee announced that growth m 
gross domestic product rose Just 0.3 per cent compared 
with revised 0.5 per cent growth to the first quarter, "pn. . 
this basis 7 wfH revise down my growth forecast tor the.- 
year," said J.P. Morgan economist Peter Worthington. 

Sluggish growth in toe second-quarter, which was 
sfightfy higher than analysts' 0.1 per cent forecast, . 
stemmed primarily from a weak secondary sector which . 
includes manufacturing, electricity and construction • indus- 
tries. These are expected to- show. little improvement in the 
months ahead because of foe recent rise In interest rates . 
in the wake of South Africa’s financial crisis. 

Interest rates have risen by a fond in response to a 
speculative attack on the rand, neuters, Johannesburg. 

SANCT ION S REVIEW - . ; 

US urges Iraqi co-operation 

The US satt yesterday ft would request the suspension of 
sanctions reviews on Iraq until Baghdad renewed 
co-operation with UN weapons inspectors. 

After Prakash Shah, UN special envoy to Baghdad, yes- 
terday toki foe Security Qoimcfl how he had failed to per- 
suade Iraq to reverse its decision to freeze co-operation 
with the UN mission to dismantle Iraq’s arsenal of deadty . 
weapons (UnsCbm). Peter Burleigh, a US ambassador to 
the UN, sad foe US this week would propose a resolution, 
Suggesting foe suspension of sanctions reviews. The UK Is 
dire to back the resolution. The UN imposed sanctions - 
after Iraq mvaded Kuwait in August 1990. 

. Near Hamdoon, Iraq ambassador to the UN, said Iraq 
would Wefconre efforts by Kofi Annan, UN secretary- - 

general, to meet Baghdad’s concern. But he said Baghdad 
would not resume co-operation until Ifnscom was restruc- 
tured. Laura SUber, New York . . 


Cable and Wireless and the 
Bermuda government have 
settled a dispute over the 
provision of international 
telfiCCTirninnicatfons services 
on the khnii, and the com- 
pany has dropped a JlOOm 
lawsuit agai n st the govern- 
ment which it launched after 
authorities granted an oper- 
ating licence to a rival com- 
pany. 

As part of the agreement. 
Cable and Wireless has been 
given a new 15-year licence, 
opening up the market to 
competition with TeleBer- 
muda ’.International - (TBI), 
which had been receiving 
rate protection from the. gov- 
ernment. 

The company filed the writ 
clatatog it had lost 25 per 
cent of its market share to 
TBL 

The compensation .was 
being claimed from the gov- 
ernment to cover losses for 
the removal, without the 

required three years’ notice, 
of . ■ Cable - and Wireless’s 
monopoly for providing 
international services, a 
spokesman for the British 
company had said. 

The new licence would- 
enable Cable and Wireless to 
become a- locally, incorpo- 
rated company, said Don 
Reed!, executive director, in 
announcing the agreement 
with the Bermuda govern- 
ment. 

"intimately we will be 
looking ■ to invite Bermu- 
dians fry become sharehdd- 
ers of the hewictanpany.’' 

The agreement . would 
encourage competition in 
telecommunications ■ on the 
island* said Bob lUchards, 
the tejeoomflnniicatkms miw- 
istar.- - ! - . - - - 

rin the near -future we- 
expect that Cable, and Wire- 
less will receive permission 
from r the - telecommunica- 
tions . commission to put .a 
series- of rate reductions into' 
effects; herald./-’ 

■; Jeff Conyers, vice-chair- 
man of TBI, said he was dis- 
appointed that hiS crmTpgriy 
had lost its protection 15 
months' after 1 winning .its 
licence. ' •" 





Jakarta 
rice deal 
unravels 

for Saader Thoones ie Jakarta 
aad Ted Banlacke to Bangkok 


Just as Indonesia Is stepping 
up its efforts to import suffi- 
cient rice to feed its popula- 
tion, a 500,000 tonne pur- 
chase agreement with 
Thailand has come undone. 

Officials in Ranpfrnfe- and 
Jakarta say the agreement, 
for 400,000 tonnes purchased 
on commercial terms and 
100,000 tonnes on a three- 
year deferral of payment, 
has not been implemented. 
In do nes i a is interested only 
In the subsidised 100,000 
tonnes, while Thailand win 
only sell 500 AW tonnes as a 
package. 

A Foreign Ministry official 
in Jakarta said Indonesia 
had asked Thailand to sen 
only the 100.000 tonnes of 
subsidised rice. "If I want to 
buy two cars but 1 dont ' 
have cash, I just buy one," 
he said. “If that's not posa- 
ble, well let them know the 
deal is off." 

.The breakdown in talks 
followed last week’s report 
that Taiwan had suspended 
shipment of 200,000 tonnes of . 
rice to Indonesia because -of . 
an outcry at home over the 
Indonesian government's 
response to the rape of doz- 
ens of ethnic Chinese women ■ 
In Jakarta during' riots :inff 
May. Indonesia has become!?': 
dependent on subsidised rice 
shipments since drought' 
damaged the harvests, while 
the collapse of the rupiah 
. ha s boosted import costs. 

Indonesia - had said' 
unhusked rice production 
was expected to fall 6,25 per 
cent to 4&3m tonnes in 1998 
fote to last year's prolonged 
drought But GinanjarKarta- 
sasmita, co-ordinating tiubIs- 
ter for economy, finance and 
industry, said last week that 
this estimate might- prove 
.Optimistic, forcing Indonesia 
to import even more. Last 
he asked Japan far a 
donation of 500.000 tonnes of 
nee: In addition to a eammit- 
■ n»nt of 500,000 tonnes. 

- ; A spokesman at the Food 
Logistics Agency said the 
government- would hold a 

tender .for 600.000 tonnes of 
rice on Wednesday. 
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End to Hyundai strike brings 
uneasy, perhaps costly, peace 


John Burton on 

relief at the lack of 
violence and fears 
that labour reform 
has been set back 

T he end to tbe month- 
long strike at Hyundai 
Motor, South Korea's 
largest carmaker, restores 
an uneasy industrial peace 
to the nation's depressed 

economy, but could repre- 
sent a setback to efforts to 
promote labour reforms. 

The dispute was consid- 
ered the first important test 
of whether companies would 
be able to sack workers after 
laws were passed in Febru- 
ary, under the terms of a 
$58.5 bn rescue package from 
the International Monetary 
Fund, ending Korea’s life- 
time employment guaran- 
tees. 

This spring Hyundai 
became the first big con- 
glomerate, or chaebol, to 
tackle the labour Issue when 
it said nearly 8,700 workers, 
or 18 per cent of its work- 
force, would be sacked after 
domestic car sales plunged 
by SO per cent. It succeeded 
in persuading 6,100 workers 
to accept early retirement, 
but strikes erupted when 


redundancy notices were 
issued to another 1.600 work- 
ers. 

Under a compromise 
reached early yesterday, the 
union agreed to accept fewer 
than 300 job cuts in return 
for a promise that strike 
leaders would not be pun- 
ished for their occupation of 
the Hyundai car plant In the 
south-east city of Ulsan. 
There had been fears of 

bloody confrontation if 
police had tried to disperse 
tbe 5,000 striking workers 
and their families. 

“I'm glad it didn't end in 
violence, which could have 
triggered national labour 
unrest Bat the deal shows 
the problem of introducing 
labour market flexibility in 
Korea when the scope for 
corporate restructuring is 
huge," said Mark Neale, 
research head at Dresdnar 
Kleinwort Benson in Seoul. 

The Federation of Korean 
Industries, which represents 
big business, expressed "seri- 
ous regret over tbe illegal 
activities of the union and 
the fact that [redundancies] 
could not be enacted at the 
work site". 

Analysts believe tbe deal 
appeared to reward union 
militancy and might set a 


precedent for other workers 
to resist job cuts as unem- 
ployment climbs to 7 per 
cent. The hardline Korean 
Confederation of Trade 
Unions (KCTU), which repre- 
sents Hyundai workers, said 
the Hyundai incident “shows 
the fight by the labour 
unions is the only way to 

deter mass redundancies”. 

Nonetheless, the Hyundai 
strike might yet prove to be 
an isolated one since Its 
workers are regarded as the 
most tutu rant in Korea. The 
acrimonious management- 
labour relations at Hyundai 
are exceptional even by Kor- 
ean standards. 

"Workers were not treated 
like human beings until 
19S7” when unions were 
legalised, said Lee Jae-in. a 
Hyundai union leader. This 
has bred simmering resent- 
ment among Hyundai work- 
ers. who have staged strikes 
almost annually. 

Moreover, there is little 
public sympathy for 
workers at Hyundai and tbe 
other chaebol since they 
are the nation’s “labour 
aristocracy”. Chaebol work- 
ers have not suffered many 
job losses, which have 
been concentrated so far 
among small businesses and 
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Hyundai Motors chairman, Chung Mong-kyu (centre), with union leader Kim Kwang-sHk frfobti Reutere 


financial institutions. 

Attempts to stage national 
strikes by KCTU. the most 
militant of. the two trade 
union groups, have largely 
fizzled out because of a lack 
of public support 

"We recognise the need for 
Industrial restructuring, but 
we are opposed to the work- 
ers bearing the entire bur- 
den. Chaebol owners should 
share the pain by contribut- 
ing to worker welfare,” said 
Yoon Young-mo, KCTU . 
international secretary. 

The Hyundai deal 
appeared to achieve some of 
KOTO'S goals. The 277 work- 


ers who will lose their jobs 
will receive up to nine 
months' compensation, 
while another 1.261 workers 
will go bn 18 months' unpaid 
leave, with the last six 
months spent In job retrain- 
ing schemes. 

The deal was achieved 
after intervention by . the 
government. Although the 
former political dissident 
Kim Dae-jung was elected 
president last December 
with labour support, aides 
said government mediation 
reflected worries . that 
the Hyundai strike 
might end violently and. 


worsen labour relations. 

"We still believe that job 
cuts are necessary to make 
way for younger workers 
and Improve productivity," 
said one presidential eco- 
nomic adviser. 

The state Intervention 
might win support from 
other labour groups as the. 
government presses ahead 
with economic reforms. "The 
government's restraint in 
the use of force and using 
mediation to solve the prob- 
lem differentiates it from 
past governments," said the 
moderate Federation of Kor- 
ean Trade Unions. 


HU JINTAO ELEVATION TO MILITARY COMMISSION FOR FORMER PARTY BOSS IN TIBET 


Jiang picks his heir-apparent 


By Janies Kynge in Bering 

China’s Communist party is 
to anoint Hu Jintao, the 
vice-president, as the leading 
potential successor to Presi- 
dent Jiang Zemin by 
appointing him to a senior 
military post next month, 
Chinese sources said yester- 
day. 

Mr Hit. 55, is expected to 
become a vice-chairman of 
the Central Military Com- 
mission (CMC), which con- 
trols the armed forces, an 
unmistakable signal that he 
is being groomed Tor China’s 
highest office. 

A former party boss in 
Tibet who has a reputation 
for being both tough and 
reformist, Mr Hu emerged as 
a potential successor to Mr 
Jiang after he was made 
vice-president In March. But 
because that largely ceremo- 
nial post has never been a 
stepping stone for leaders in 
the past, opinion had 
remained divided over Mr 
Hu’s destiny. 

His appointment as vice- 
chairman of the CMC would 
also mark a victory for his 
ally. Mr Jiang, who dis- 
played considerable daring 
lost month by ordering the 
People's Liberation Army to 
relinquish its extensive busi- 
ness interests. 



Hie reputation for toughness and for bring a reformer 


Mr Hu would become only 
the second civilian in the 
CMC, after Mr Jiang, who 
heads it. The move appears 
to build on Mr Jiang's grad- 
ual efforts to subjugate the 
military to Chilian rule, a 
design witnessed with the 
appointment last September 
of the first all-civilian polit- 


buro since the Communist 
revolution in 1948. 

“Jiang’s weakness was 
always thought to be his 
ties within the army. But by 
putting Hu into the central 
military commission, he 
seems to show that he is 
secure even with the 
military," according to one 


foreign diplomat in Beijing. 

Little is known of the per- 
sonality of Mr Hu, the 
youngest polrtburo member. 
He graduated in hyro-elec- 
tric engineering at the elite 
Qlnghua University and 
went on to hold a succession 
of influential jobs in the 
* Communist party youth 
league. 

In Tibet, an assignment 
believed to have been 
designed to test his mettle, 
be maintained stability, 
through crushing religious 
and separatist dissent. 

But in spite of his uncom- 
promising record, many Bei- 
jing citizens say he is a polit- 
ical reformer. A popular 
ditty has it that "Mao 
Zedong made the Commu- 
nist .party, Deng Xiaoping 
led h frr- its grave* ahd Hu. 
Jintao will bury it”. 

Although Mr Hu’s eleva- 
tion will bring greater influ- 
ence and responsibility, it 
will also involve increased 
risk. Modem Chinese history 
is littered with heirs -appar- 
ent who never survived the 
cut Mao's anointed succes- 
sor, Lin Biao, died before his 
patron in mysterious circum- 
stances. Deng's two hand- 
picked successors, Hu Yao- 
bang and Zhao Ziyang, were 
both reformers and both fell 
by the wayside. 


Suharto relative 
escapes kidnap 
court-martial 


INTERNATIONAL ECONOMIC INDICATORS: MONEY AND FINANCE 




Ibn table shows growth ratal for ttw most widely tatowed measures of narrow and broad money, a representative stmt- and tong-term Interest rata series end an 
average aqurty market yield. M kgtres ore percentages. 


By Sander Thornes in Jakarta 

Indonesia’s military 
leadership yesterday shied 
away from court-martialling 
the son-in-law of former 
president Suharto for kid- 
napping political activists, 
dismissing him instead In 
what many regard as a deal 
between the old regime and 
the new government. 

Gen Wiranto. commander 
of the armed forces, said Lt 
Gen Prabowo Subianto, who 
is married to the second 
daughter of Mr Suharto, had 
been dismissed and stripped 
of his rank. But a spokes- 
man xnsisted 'Mr Prabowo^ 
had been .honourably dis- 
charged, while Lt Gen Muhdi 
and Col Chairawan, who 
faced a military council 
along with Mr Prabowo, 
were suspended with pay. 

The investigation, held 
behind closed doors, was 
widely seen as a test of how 
far the military was willing 
to go to break with the for- 
mer president and cleanse 
its image of 32 years or 
human rights abuses. Public 
faith in the army reached an 
all-time low in May, when 
thousands of soldiers stood 
by Idle as looters ravaged 
the capital and left more 
than 1,000 dead. 


Mr Prabowo - has been 
widely accused of organising 
the shooting of four students 
that sparked this mayhem 
and of sending in paramili- 
tary . groups to instigate 
riots. . Although there is no 
proof many Indonesians 
believe Mr Prabowo was fol- 
lowing Mr Suharto’s instruc- 
tions both during the riots 
and in the kidnappings. 

Many had. expected a 
court-martial for Mr Pra-. 
bowo, or at least a dishon- 
ourable discharge. Gen Wir- 
aritd said only that “sre 
didn’t dose our eyes to what 
these men have done in the 
past; Thjtq«rthave 1: H»ade>a lot 
of contributions too." He 
was jeered by local journal- 
ists as he left tbe room. 

"The people won’t be 
happy with . this," said Arbi 
SaniL a political analyst 
“They want to try Suharto 
. for killing so many people. If 
these people get off the 
hook, so does Suharto." 

Ten more junior officers 
from Kopassus, the special 
forces unit headed by Mr 
Prabowo until March, are 
being court- mart! ailed for 
kidnapping opposition activ- 
ists and ’ Gen Wiranto said 
Mr Prabowo might yet be 
tried if evidence emerged in 
court that he was involved. 


Hong Kong retail sales 
decline by 16 % in year 

Hong Kong retail sales fefl by 16 per cent yaar-on-yearln 
June as rising unemployment and wealth destruction corv 
tfrued to put the brakes on spercJfrig- 7J» figures, r 
released yesterday, put down a tfoorny maker for second 
quarter gross domestic product figures due out on Friday. 

The government, meanwhile, intensified a buying spree 
on the Idcalstoclc market. . Heavy government support 
pushed the Hapg Spr&ihcfeK up 4.2 per cent to 7,845, fri 
sharp contrast to regional markets which nearly all ended ■ 
the day Idwr.Thegovemme^ buying heavy- 

weight bluqchrps since August 14, in 'an attempt to chase 
oirtspecutetbre: ' “ - - - - - - 

Spectators had been capttaal&ng on the automatic 
interest rate rise triggered by attacks on the currency, 
which is fixed to the US dollar, by taking positions on the. 
futures market - In effect betting on the usually inevitable 

subsequent dedine on the stock mark^L 
The government sought to close this strategy first by 
intervening to keep interest rates down, and latterly by 
driving up the stock market Yesterday, according to deal- 
ers, it was doing both, spending an estimated HK$3bn 
(US$388 m) or more on shares. This prevented a sharp 
spike in interbank interest rates, although the benchmark . 
three-month rtoh was. stiff around 1 per cent up on Friday's 
dose, atarouod 12 percent Lou&e Lucas, Hong Kong 

MALAYSIAN INVESTMENT . _ 


Pilgrim fund backs company 

Malaysia’s national Moslem pilgrimage fund has set aside 
M$250m (US$59m) to buy assets, of the DRB-Hicom group 
toat have- been hit by the nagtonal financial crisis. The 
group is among those the authorities are eager to help as 
it owns Proton, the national carmaker. 

Ahmad RazaJi Mohamed AJF, the fund’s chairman, said 
many companies. with strategic national interests had 
asked for help from the Tabung Hajt fund. Moslems con- 
tribute to file fund In order to save' for the pilgrimage to 
Mecca. In July, the fund Had 3-ZBrri contributors, and 
accumulated deposits were M$5-96bn. 

Mr Ahmad said depositors should worry about the 
investments as their savings are guaranteed and their con- 
tributions will only be invested in- ventures that are hate/, 
and not associated with forbidden acts such as drinking 
alcohol dr gambling. SheBa McNulty, Kuala Lumpur 


VIETNAMESE TRADE 


Export growth slows sharply ; 

Vietnam's latest monthly economic statistics show a sharp 
fallin export growth, and a further increase in the rate of 
inflation. . - ' -■ 

- Exports ckafng the'.first eight months of the year are esti- 
mated at $8.2bn, 4£ per cent up on the same period last 
year, when Vietnam was recording annual etqport growth 
rates of. around 25 per cent The fan 'reflects foiling regional 
demand for Vietnamese shoes, garments, sea-food and 
coal, while ah iri&ease in oil output has been countered by 
for lower world ofl prices. , 

The annual inflation rate rose to 9J2 per cent In August, 
from 8.1 per cant in July, against an overall figure .for 1997 
of just 3J5 per cent Jonathan BZrchaB, Hanoi 


HORS KONfi AH0WT > >•< 


Late start for cargo handling 

Hong Kong's troubled new airport yesterday began han- 
dling all air cargo for tbe first time since It opened in early 
July, the main cargo handler said. The start of full cargo 
services came eight days ahead of the schedule arranged 
by Hong Kong Air Cargo Terminals and the government 
Serious computer and mechanical glitches at the new 
Chek Lap Kok airport had crippted.air cargo transport for- 
cing the cargo handler to move parts of the operation 
back to the old Kai Tak airport 
Anthony Charter, the company's manager director, has 
said the terminal was well-prepared for the start of the ter- 
ritory's peak cargo handling in September. 

Officiate say the cargo problems might have cost the ter- 
ritory 0.35 per cent of 1998 gross domestic product 
Cathay Pacific Airways sad the problems ted cost it 
HKS250m (US$32m) revenue in July. AP, Hong Kong 
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Ticking of Burma’s time bomb quickens 
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The military regime 
ha a failed to find a 
way to deal with the 
likely political change, 
writes Ted Bardacke 

H er supplies exhausted 
and her health deterior- 
ating, Burmese democ- 
racy activist Aung San Suu 
Kyi returned to her Rangoon 
home yesterday after 13 days 
to a roadside stand-off with 
the country ’ s military gov- 
ernment which has banned 
her from travelling outside 
the capital. 

The military's refusal to 
heed Ms Suu Kyi’s demand 
to' bee hundreds of her col- 
leagues arrested to tbe past 
four months and the junta's 
insinuation that her protest 
was a mere “camping holi- 
day" suggest the country's 
stalemate is as solid as ever. 
But changes are sweeping 
through Burma so rapidly 
that a political transition 
appears to be to the offing. 

That transition could be to 
something worse. In the past 
decade the 19-member mili- 
tary clique has used some- 
times violent ways to defuse 
tension and construct a new 
veneer of political stability 
around an ever-shrinking 
hope of political reform. 
What the junta has not 
found is a workable blue- 
print for long-term stability. 
Now it appears too lata to 
draw one up. 

Thus Burma’s bomb 
is ticking. Yesterday hun- 
dreds of student supporters 
of Ms Suu Kyi’s National 
League for Democracy (NLD) 
took to the streets in a rare 
and bold display of defiance 
and discontent. Many of 


them escaped a rush of riot 
police, virtually guarantee- 
ing more demonstrations. 

Meanwhile the economy is 
in a shambles, as had as the 
recession of the mid-1980s 
that culminated In violent 
street demonstrations. No 
political reconciliation has 
followed the long-crafted 
ceasefires with the country's 
16 armed ethnic minority 
groups, who are growing 
restless in their autonomous 
zones. The NLD, unde- pres- 
sure from its broad base of 
domestic support, is showing 
a rare feistiness that has the 
junta on the defensive. And 
with the military essentially 
operating to permanent cri- 
sis mode, previously insignif- 
icant internal splits are 


lomat nominated by the UN 
to help construct a frame- 
work for negotiations 
between the government and 
the opposition. 

While the economic col- 
lapse is hurting the- army’s 
poefcetbook and stirring up 
resentment perhaps its most 
profound effect has been 
with the minority ethnic 
groups. They were supposed 
to get financial help in 
exchange for pledg ing alle- 
giance to the Rangoon gov- 
ernment. But a wave . of 
investment Went into now- 
empty hotels in the capital 
rather than into .develop- 
ment projects in the poor 
pe ripher y. As a result the 
military has-been unable to 
draft a. constitution, which 


‘ff the country’s problems were just 
political they could deal with them’ 


becoming more pronounced. 

Burma's economy is to 
such disrepair that Manda- 
lay, the country's second- 
largest city and commercial 
hub, is without electricity 
three days .of every four. 
This year's rice harvest is 
expected to be half that of 
last year. Foreign currency 
reserves are thought to have 
dipped to less than two 
weeks of imparts, now sub- 
jected to an Ineffective ban. 

* The military seems imper- 
vious to the fact that politi- 
cal flexibility amid help the 
economy.' Not long ago it 
persuaded Malaysia to 
accept some beans and 
pulses as part payment far 
mneh-needed petrol; it then 
refused to Issue a visa to a 
high-ranki n g Malaysian dip- 


requires the minority 
groups’ tacit support; 

“If the country’s problems 
were just political they could 
deal with them.'* says one 
western diplomat “But they 
haven’t capitalised on the- 
thm* and opportunities they 
bought with a few years of 
economic progress.” 

The NLD . has stepped into 
this pool of frustration. It 
has Invited the ethnic 
groups to send representa- 
tives to a parliament it is- 
planning to convene soon 
based on the results of the 
1990 election, which toe NLD 
won by a large margin. An 
NLD-ethnic group alliance 
has always been. the. 
regime’s biggest fear. 

“In a triangle power play, 
the two sides who act 


together are usually more 
powerful," says one Rangoon 
political observer. 

. This power shift would 
require the NLD to flex some 
political muscle of its own. 
Its leadership has been wary 
of outright confrontation. 
Most of its senior leaders 
have suffered Burma's over- 
crowded Jails. Now. with 
many party stalwarts jailed, 
younger and more restless 
activists - such as yester- 
day's student demonstrators 
—have come to the fore. 

' The junta tried last week 
to take advantage of Ms Sim 
Kyi's absence and called to 
the nominal NLD chairman 
for a 45-minute “confidence- 
building* meeting, it would 
not have liked what it heard; 
release -political prisoners, 
talk directly to Ms Suu Kyi 
and allow the NLD tbe free- 
dom to organise. 

Capitulating to these 
demands would require a 
leap of faith that even a 
practical leader such as 
Indonesia’s former president 
Suharto - who before this 
year the Burmese military 
thought It was trying to 
emulate - was unable to 
make. True to form, the mili- 
tary threatens to arrest any- 
one who tries to organise the 
parliament while moderates 
in military Intelligence yes- 
terday pleaded In a private 
meeting with some senior 
NLD leaders not to provoke 
their hardline brethren. 

“The government hopes 
sincerely to continue meet- 
ings started last week with 
the NLD . . . and would be 
disappointed if radical and 
provocative actions by NLD 
leaders made further discus- 
sions impossible.'* a military 
intelligence official said. 














quickens 


in Newfoundland, going out to sea is 
still a good way to make a living. 


Off the Canadian Maritimes, beneath waters 
southeast of Newfoundland and Nova Scotia, 
lie three billion barrels of oil and trillions of cubic feet of 
natural gas. Pictured above is one of the biggest 
things ever towed to sea— the Hibernia oil platform. 
Heavier than six modern aircraft carriers, it took seven 
years and 7,000 people to build, and rfs now at work 
exceeding all expectations. Mobil is the largest partner 
in a group that will operate Hibernia for at least 20 


years. Environmentally, it may be the most carefully exe- 
cuted oil project ever. Economically, it marks the start 
of a new era for Atlantic Canada. Mobil is active in other 
Maritimes fields, too, whose reserves will boost world 
energy supplies. Without partnership, however, Hibernia 
could not have happened. The Canadian government, 
the people of Newfoundland and our five partners are 
all to be congratulated for their foresight and for a 
job well done. To learn more, visit www.mobil.com. 


B1898 Mobd Corporation 
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Boeing 747 considered as future warplane 


NEWS DIGEST 


By Alexander Wcofl, 

Defence Correspondent 

Versions of passenger air- 
craft such as the Boeing 747 
and Airbus could be used as 
launch platforms for cruise 
missiles in futuristic studies 
being carried nut into 
Britain's needs for offensive 
aircraft in ‘JO years. 

Such is that time it takes 
to develop new aircraft that 
the Ministry of Defence has 
already commissioned a 

number of studies into the 
“Future Offensive Air Sys- 
tem" (FOASI which would 


replace the Royal Air Farce's 
fleet of Tornado GR4 
long-range bombers from 
about 201ft. 

British Aerospace said yes- 
terday it would recommend 
a mix of vehicles. Including 
manned and unmanned air- 
craft and conventional air- 
launched cruise missiles. 

Among potential launch 
vehicles for missiles would 
be variants of Airbus, the 
Boeing 747 or 757, as well as 
military transports such as 
Lockheed Martin's C-130 
Hercules, the Boeing C-17 
and the Future Large Air- 


craft . a European design still 
on the drawing board. 

An advantage of using a 
modified passenger aircraft 
- which would operate a 
long way from the scene of 
combat like the US ships 
which launched missile 
attacks last week - would be 
that it could carry more mis- 
siles than existing military 
transports, said Martin 
Blaze, BAe's project director 
for FOAS. 

Although BAe and other 
European aircraft builders 
are only just beginning pro- 
duction of Eurofighter, the 


multi-role combat aircraft, 
companies are looking to 
develop the technology 
needed to meet future mili- 
tary requirements which are 
vital for their longer-term 
health. 

BAe Is closely collaborat- 
ing with Dassault Aviation 
of France as well as with 
GEC, Rolls-Royce, Smiths 
Industries and other British 
companies on technology far 
FOAS. . 

The UK defence ministry 
has already awarded con- 
tracts worth £35m (J57.75m} 
for feasibility studies, and 


industry- Is estimated to have 
spent considerably more 
than this on developing 
future systems. For manned 
aircraft, BAe is studying 
new designs, adapting Euro- 
tighter to fly over longer 
ranges, and Tornado deriva- 
tives. The MoD is carrying 
out parallel studies into 
using the Joint Strike 
Fighter (JSF) being devel- 
oped in the US and the US 
F-22 and F-U7. 

BAe executives and minis- 
try officials said the decision' 
on manned aircraft for 
FOAS, hot expected for some 


years,, would take - into, 
account' .whatever . was 
decided for aircraft to equip 
Britain's two new aircraft 
carriers from .2012 for 
which the JSF and a modi- 
fied Eurofighter will be 
among the options. 

.. The ' most futuristic 
designs are for 
aircraft, which would be con- 
trolled from the ground, per- 
haps by a pilot in a ground- 
based cockpit using informa- 
tion from the aircraft's sen- 
sors. Competing studies are 
under way into such combat 
air vehicles. . 


MORGAN GRENFELL 


Suspended ex-direetdr is 

now on standards board 

... 


FORMER STATE MONOPOLIES NEWLY-PRIVATISED COMPANIES FACE CHANGES IN CUSTOMER CHOICE AND MAY HAVE TO SHARE PIPEWORK 


Regulator to 
boost water 
competition 


Howchart tiwwster regions 
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By Bran Groom In London 

An assault on one of the last 
so-callod “natural" monopo- 
lies In England and Wales, 
the water supply industry, 
has been signalled by Ian 
Byatt. the industry's regula- 
tor. But Mr Byatt faces for- 
midable obstacles, as does 
the government, if it accepts 
his arguments. 

By raising the issue, how- 
ever, he may begin to 
answer the question: if com- 
petition can be introduced 
for the former state-owned 
telephones, gas and electric- 
ity. why not for water sup- 
ply. much of which has also 
been privatised in recent 
years? 

The prospect of household- 
ers choosing their supplier 
remains distant. Mr Byatt 
proposes a first step - the 
extension of choice for busi- 
ness users. Even this is con- 
troversial among the 10 pri- 
vatised water and sewerage 
groups and IS smaller water 
supply companies, which 
could face substantial 
declines in revenue. 

Since privatisation nine 
years ago. the only opportu- 
nity has been for business 
customers who use more 
than 250 mega litres a year to 
choose an alternative to 


Airport 
expansion 
to involve 
US groups 

By Alexander fficofl 
in London 


A consortium including 
Airport Group International, 
a specialist in airport man- 
agrmrnt and development. 
.uiiJ Bechtel, the US cou- 
si ruction company, is to 
develop ,-iihI manage for 30 
years an extra terminal at 
Luton airport, north of Lon- 
don The l'HVm (Sltijmi deal 
is ivirt of a big expansion 
plan at the airport, known 
utnciaih as London Luton. 

AGI. p.irtl\ owned by 
Lockhi.vri Martin and backed 
h> the financier George 
Sera*, is a S> per cent share- 
holder in the consortium, in 
■a Inch I Li relays is playing a 
inaior role It will lie the first 
non-l ! K company to manage 
.i Brills}! airjrtirJ. 

The airport, which will 
continue to lu* owned by 
Luton Borough Council - 
the local municipal body - 
handled a record a.-lm pass- 
enut-rs in the yior to March 
:1I. IKK*. and expects 4m in 
the aimni financial year. 

The first phase of the pro- 
gramme. including construc- 
tion of the new terminal, 
will raise annual capacity to 
3m. Frank Pullman, the air- 
port's chief executive, said 
capacity might reach 10m 
passengers wnhin 10 years. 

Barclays Private Equity 
and Rirclays UK infrastruc- 
ture fund each have 325 per 
cent of the consortium. The 
former is an arm of Barclays 
Capital, the investing bank- 
ing division of Barclays 
Bank, and the latter is an 
investment fund managed by 
Barclays Private Equity. 
Barclays Capital underwrote 
debt financing for building a 
new terminal. 

The remaining 10 per cent 
is held by Bechtel, which 
will build a new terminal 
designed by Foster and Part- 
ners. the architects. 

Mr Pullman said: "Our 
overall image will change 
now. We already have a full 
mix of people using the air- 
port and there are now more 
briefcasra than suitcases." 
He hoped more scheduled 
carriers would go to Luton, 
with the possibility of the 
airport being used for long- 
haul scheduled services. 


their local water company. 
So far. just two "inset 
appointments", as they are 
called, have been made. 
Buxted Chicken in eastern 
England is taking supplies 
from Anglian Water Instead 
or Essex and Suffolk Water, 
while the Royal Air Farce 
base at Finningley near Don- 
caster in northern England 
is supplied by Anglian 
Instead of Yorkshire. 

Enviro- logic, a recently 
created company, has 29 
applications pending and 
expects approval soon to win 
the right to supply Shorten 
Paper In north Wales, replac- 
ing Welsh Water. 

Mr Byatt wants to reduce 
the threshold to 100 mega- 
litres, which could bring in 
hundreds more factories, 
hospitals and offices. His 
most controversial proposal, 
however, is for “common 
carriage" - requiring water 
companies to open their 
pipes Tor rivals to use. 

Water UK, representing 
water companies, says this 
raises serious technical and 
legal Issues. 

"If there was an outbreak 
of crypto-sporidium and 20 
companies were putting 
water into a network, how 
would you tell which was 
responsible and who would 
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be liable?" Directors of com- 
panies supplying water 
which is unfit for consump- 
tion face unlimited tines or 
up to two years’ imprison- 
ment 

Water quality could be 
affected by mixing supplies. 
There would be arguments 
about who was responsible 
Tor leakages. New companies 
would cherry-pick lucrative 
contracts, raising the possi- 
bility of higher prices for 
customers in hard-to-supply 
areas. 


Mr Byatt says these "are 
not insurmountable prob- 
lems and I am keen to make 
progress”. Much would 
depend on the legal frame- 
work and the charging struc- 
ture for common carriage. 

Tony Jones, Enviro-logjc’s 
commercial director, 
applauds the regulator's cau- 
tious approach, and says the 
issues could b8 tested by 
allowing common carriage in 
specific locations where 
water-saving benefits were 
demonstrated. 


The government, which 
will not decide for some 
months, is in favour of the 
proposal as long as there are 
benefits to consumers and 
the environment Mr Byatt 
believes pipeline monopolies 
could be challenged under 
the government's Competi- 
tion Bill, which Is due to 
become law in November, 
though there is debate about 
this. 

The introduction of com- 
mon carriage would raise 
the long-term question of 


offering choice to household- 
ers. perhaps in regional 
grids rather than a national 
one. 

The financial impact, 
though, wfl] be gradual. “It 
might knock £2m~£3m 
($3-3m-$4Am) off companies' 
profits but not £XQm-£20m,” 
says Bruce Bromley of 
Credit Lyonnais. The indus- 
try expects a £800ra bonanza 
when, the Ministry of 
Defence invites bids far sup- 
plying water and sewerage 
to 140 bases later this year. 


One of the former Morgan Gr ^L?^S^bMn 
his rotem the Peter Young i^^scar^^ ^^. 
appointed as- a projects director for the Accounting 

“aft was 

By Imro, the fund management watchdog, 

May. He was found guilty along ^ 

Grenfell directors for failing to prevent MrYoung.^ 
performing manager, from breaching inw^entgu^ 
S^TtecaseOTst Deutsche Bank, ■ 

parent company, £2m ($3J3m) In aareed 

Mr Baling, foe former deputy comptenceoffc^ 
not to apply for a senior compliance P 
The Imro Investigation found no csss of dishonesty 

^Mr appointed by the Financial 

Council, the umbrella body for foe A^j^SSSoTbv ' 

regulator, before the announcement 1 of htesusp^^on by 

Imro. The FRCs authority as a regulator 
lmro’s jurisdiction. Arm WHks. secretory tc . tlwFRUsaia . 
yesterday that Mr EbTmg had “very relevant and useful 
expertise 1 '. Jane Martinson, London 

GENETICALLY MODIFIED CROPS 


Biotech company defends role 

Monsanto, the agricultural biotechnology com P an yjJ i ?® 
centre of growing controversy over plant genetic engmeer- 
ing, yesterday defended modified crops when rt invited 
journalists to inspect a field trial of herbicide-resistant 
sugar beet in eastern England yesterday. Participants had 
to undertake not to divulge foe exact site so as not to alert 
the “eco-warriors” who have destroyed dozens of geneti- 
cally modified crop trials In the UK this summer. 

Scientists from Monsanto and from Brooms Bam, a gov- 
ernment-sponsored agricultural research centre working 
with foe company, have identified a wide variety of ways m 
which, they say, the genetically engineered beet is envi- 
ronmentally superior to conventional varieties. They range 
from reducing herbicide .residues in the boD to encouraging 
the growth of beneficial Insects and birds that feed on 
them. CUve Cookson, London 

EUROPEAN PARLIAMENT ELECTIONS 


Rights for non-British citizens 

Citizens from other European Union countries living in the 
UK will be able to vote in the UK fn next year’s elections 
for the European Parliament, the British government 
announced yesterday. The EU statistics office Eurostat 
sad that just over 800,000 non-British EU citizens five in 
the UK. - 

“Democratic participation across national boundaries 
can only help to increase goodwill and understanding 
within the European Union," said George Howarth, a min- 
ister st. the Home Office. Application forms will be avail- 
able from electoral registration officers at local council 
offices. EU citizens Ihring in the UK are also entitled to 
stand in EU and regional elections, including elections to 
the planned Scottish Parliament, National Assembly for 
Wales and -the Greater London Authority. . 


CONSERVATIVE EUROSGOTICS 


Private finance taskforce Parliament faces Former MPs face expulsion 

- . , x • 1 “t ■% m • 11 Two former Conservative MPs face expulsion from t 

emulated m Irish republic tcrrorisill 1"6CH-U y^s^SwistofoeEuropsS'parifama^^artyoi 


By Nicholas Timmins, 

Pubflc Poticy Editor 

The UK government's 
Treasury taskforce for the 
private finance initiative 
tPFI) is being used as a 
model by the government of 
the Republic of Ireland to 
develop public/private part- 
nerships for roads and other 
big Infrastructure projects. 
The initiative was devised 
by the previous UK govern- 
ment to secure private fund- 
ing for public projects, and 
has been continued by the 
present government. 

A central unit is being 
created in the republic's 
Department of Finance to 
launch a number of pilot 
projects for roads and other 
projects which will involve 
private sector expertise in 
design and operation and 
may bring in private money 
to help fund them. 

The move follows an inde- 
pendent report by Chcster- 
tons. the UK-based interna- 
tional property consultants: 
Farrell Grant Sparks, the 
accountancy and economic 
consultants: and Goodbody 
Economic Consultants which 


has drawn on lessons learnt 
from the UK and elsewhere 
on privately-financed public 
sector deals. 

A pilot programme, with 
roads as the initial priority, 
is to be launched, but while 
the approach reflects some 
of the lessons learned from 
the UK’s PFI experience, the 
initial projects are likely to 
involve both public capital, 
or a mix of pubfic and pri- 
vate, in a model closer to 
some European experience 
rather than the purely pri- 
vately-financed approach 
which has been a key focus 
in the UK. 

The report, backed by 
Charlie McGreevy. the 
finance minister, and 
endorsed by the cabinet of 
the republic, argues that the 
republic faces at least a 
[REltibn ($2Gbn) backlog of 
infrastructure work, ranging 
from transport to schools, 
sewerage and water treat- 
ment projects. The poor road 
network - particularly 
around Dublin, the capital, 
and In the east - is said to ■ 
be constraining economic 
growth. 

The republic is expecting 


healthy budget surpluses 
and does not face the acute 
shortage of public sector 
capital which has helped 
drive PFI elsewhere, the 
report says. After 2000. how- 
ever, it is set to lose large 
sums in European Union 
funds which have helped 
drive recent growth. 

Public/private partner- 
ships could help till that gap, 
while bringing the claimed 
PFI advantages of design 
innovation, better value for 
money and the transfer of 
construction and operation 
risks to the private sector. 

Given the availability , of 
public capital, hybrid 
arrangements where the pri- 
vate sector chiefly designs, 
builds and operates scheme 
may make more sense ini- | 
tially than the UK's fully- : 
privatised PFI approach. 

The finance department 
said it had not been decided 
whether private sector 
expertise will be brought 
into the central unit, as with 
the UK Treasury taskforce. 
The department acknowl- 
edged. however, that “all the 
expertise is in the private 
sector." 


By George Parker, 

Political Correspondent 

Tony Blair is today expected 
to announce that parliament 
will be recalled next week to 
pass emergency anti-terror- 
ist legislation aimed at mak- 
ing it easier to convict zpem- 
bers of banned organisations. 

The prime minister will 
announce the new security 
measures on a visit to North- 
ern Ireland where he will 
brief political leaders on the 
government's response to 
the bomb attack by the Real 
IRA in Omagh town centre. 

Although Mr Blair’s aides 
refused to confirm the move 
last night, the government 
has approached opposition 
parties about the date of a 
recall and Betty Boothroyd, 
the Speaker of the House of 
Commons, is also thought to 
have been consulted. 

Both houses of the UK par- 
liament are likely to' sit next 
week, to coincide with an 
emergency session of the 
Dail. the Irish national 
assembly, where the govern- 
ment also hopes to push 
through new anti-terrorist 
laws. 


The symbolism of the two 
national parliaments work- 
ing in tandem to tackle hard- 
core terrorists win not have 
been lost on Mr Blair. Bertie 
Ahem, the Irish prime min- 
ister, last week announced a 
range of new measures, 
including curbing the right 
to silence and extending the 
maximum period of deten- 
tion. 

Many of the Irish mea- 
sures are law in Britain, but 
Mr Blair believes the secu- 
rity forces in Northern 
Ireland need extra powers to 
secure convictions of mem- 
bers of groups such, as Real i 
IRA. * 

The powers could include 
allowing courts to convict a I 
suspect of membership of a | 
proscribed organisation on 
the sworn testimony of a 
senior police officer; the 
extension of telephone .tap- 
ping might also be included. 

It would be the first emer- 
gency session of the Com- 
mons during the summer 
recess since 1992, when MPs 
were recalled to debate 
Britain’s exit from the Euro- 
pean exchange rate mecha- 
nism. 


Two former Conservative MPs face expulsion from the 
party unless they withdraw threats to stand as “anti -feder- 
alists’' against official Conservative candidates in next 
year’s elections to the European parliament Party officials 
have disclosed that information is being compiled on 
Nicholas Budgen arid Tony Marlow, who lost their seats in 
the House of Commons at the general election in May last 
year. 

The former MPs, both of whom failed to become Con- 
servative candidates for next May’s European elections, 
plan to lead a breakaway faction to challenge a number of 
Conservative MEPs they regard as insufficiently Euroscep- 
tic. Conservative Central Office said the party would “sim- 
ply not tolerate” such behaviour. Liam Hal Kg an, London 


THE ECONOMY 


House price rise slows 

Higher interest rates and lower consumer confidence 
helped ease the pace of house price increases during the 
summer, according to the latest survey of chartered sur- 
veyors in England and Wales. 

A reduced majority of chartered surveyors reported a 
rise In house prices In July compared with June The 
report, published yesterday by the Royal Chartered Insti- 
tute of Sunreyors, adds to recent evidence that the UK 
economy is slowing down. It was the "weakest position" 
for house prices for more than two years. 

Price rises have slowed most markedly in London, the 
south-east of England and East Anglia - foe areas that 
have enjoyed some of the fastest rate of increase since 
1995. However, the number of houses coming onto the 
market has made a sharp upturn during foe ffrst half of 
this year. That could be because of sellers rushing to take 
advantege of what foey feet may be the top of the market, 
according to Milan Khatrr, economist at the Royal Institute 
Richard Adams, London 
See Lex in Companies & Finance: UK 


Murdoch-linked TV shopping channel struggles to stock its shelves 


Cable rival has beaten satellite network BSkyB to the punch by 
signing deals to launch armchair retailing, John Gapper reports 


T here have been few 
examples in recent years 
of British cable compa- 
nies stealing a march on 
British Sky Broadcasting, 
the satellite television net- 
work. Yet last week. Cable & 
Wireless Communications 
achieved it in the arena of 
interactive television. 

CWC has managed to 
establish an internet-based 
sendee that will give its cus- 
tomers the chance to buy 
goods and services next year 
using a television set and 
has signed up companies 
including Barclays Bank and 
British Airways. 

In contrast, British inter- 
active Broadcasting, the 
shopping and banking ser- 
vice in which BSkyB has a 
3*5 per cent stake, has yet 
to announce firm deals with 
retailers. It has also lost its 
second chief executive. 


BIB's failure to make obvi- 
ous progress towards what 
its leading shareholder 
hopes wQl be an important' 
source of new revenue can 
partly be ascribed to regula- 
tory delay. It has only just 
been cleared .by the Euro- 
pean Commission. 

Furthermore, it says it is 
proceeding behind the 
scenes faster than the public 
image suggests. ^However, 
rivals argue that BIB is also 
an example of a rare miscal- 
culation by BSkyB and 
Rupert Murdoch's News Cor- 
poration. which holds 40 per 
cent of BSkyB. They say BIB 
is paying the price of a failed 
attempt to control retailers. 

“It must have seemed a 
good wheeze at the time, but 
I think it is rapidly becom- 
ing untenable as a business 
proposition," says one rival 
television executive, arguing 


that the key obstacle is the 
technology chosen by BIB. 

Rather than having an 
operating system compatible 

with the internet HTML pro- 
gramming language used by 
most retailers for web sites, 
it hired Oracle to write pro- 
prietary software that will 
run on an operating system 
called Open TV. 

The theory was that retail- 
ers would pay it for broad- 
casting capacity and soft- 
ware development in return 
for offering their goods in a 
closed “shopping mall" that 
would form a part of 
BSkyB's new 140-channel 
digital service. 

Mark Booth, BSkyB chief 
executive and BIB chairman, 
says an internet-based sys- 
tem would be inferior. “We 
have software that looks 
brilliant and is very easy to 
use. I don’t see why 


Britishinteractive Broadcasting 

ShaKtaMars(K) 


I Matsushita 
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blown-up internet images 
would be appealing.” 

However, some . leading 
retailors have balked at the 
size of the fees needed to 
enter this environment. Pre- 
sentations by Chris Town- 


send. a former commercial 
director, put the total cost 
between £200,000 and £2m 
<$330,000 and 

The cost has been raised 
by the fact that applications 
on retailers’ internet sites 


must be converted into Opai 
Author, the Oracle software. 
This has raised the stakes 
uncomfortably for retailers 
considering whether to join. 
"The cost str u c tu re is quite 
onerous, and so we would 
have to make quite a big 
gamble on which television 
service will be. a winner," 
says one retailer. “As a 
retails-, we do not feel very 
comfortable taking bets on 
technology.'’ 

David Hilton, BIB’S last 
chief executive, who left ear- 
lier this month after six 
months, attempted to ease 
this bind by ensuring BIB 
would be capable of running 
on the operating systems of 
other television services. 

However, there has been 
little sign of tfrfe bang taken 
up by rivals. The large cable 
companies are establishing 
separate services, while On 
Digital, the-terrestrial digital 
service, seems likely to 
choose an Intranet solution. 


Yet BIB's shareholders, 
have reason for optimism. 
The involvement of BSkyB 
means BIB’s service is likely 
to run on the dominant digi- • 
^ P a y^®I®VTsion service. 
Paul Seward, who represents 
Midland Bank, the HSBC 
Holdings subsidiary, on 
BIB's board, says it will 
make a concerted effbrt to 
attract retailers, now tha t 
regulatory uncertainty Is 
over, and could cut prices. 

We are creating a new 
market, and there will be 
nothing in it for BIB if there 

is nothing in j t for retatiere," 
»ys Mr Seward. He says pre- 
nmmaiy Presentation of the 
price structure was partly to 
test the market. 

However. BIB will have to 
. t ° , recapture lost 
pound. Although BSkyB’s 
launch of digital television 
on October i will blaze a 
. trail, its chance of establish- 
. f a similar strength in 
interactivity is lower 
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BUSINESSES FOR SALE 


BUSINESSES WANTED 


IBflJSUNlliSS 1 F©]R.Sm.B- 

era^tfjeWQrfttfBTgfanct me principal activity of the Gioup is 
the desgn. manufactun arKldm^ofp.eci^inslrum^. 

^°^0fS.4^ Ver ° f £7 - 9mm0n ^ projected P .m 

es ^Hshed with a targe UK customer base end a 
wood ide network of distributors supplying many blue chip 
companies, 

■ Nbrmafion, pieaserepfyfoBoxB 6030 , 
yancM Times, One Southwark Bridge, London SET 9 HL 


AUSTRALIA THI OtTHPfC OTV YEAR 

FOR SALE 

PiwaWy Owned and Opoaladl 

45 Room Boutique Hotel In Prestigious Rose Bay VYMttfrom Position 
Plus Luxurious PrasJdentted Suite Over Looking Rose Bay - 
>UoBnssdRMtmnwit 0 ndB«r- ■ 

Incfoor a Outdbor Seating lor up to 120 pawns 
> Function Room tarnp to 120 persons 
VORS&wtPuWng 
► Two Swfrnming Poofs 

UnJqoa Opportunity to acquire WaWrtrafS Real Estate 
of Three Btocte onTi« Ttftes bchxSoB 
Futy Operational Hotol and 
Four Bedroom Atf^ning Luxury ReefcJenc*. - 

Ml CanfMantU Enqubta* to DwM NMqpaah feat Estate 
Auatrefoc (01)418246374 24 Hour* 7 Days 


WANTED 


UK REGISTERED PUBLISHING CO. 
Mtw be u least five yuan; old. 
Interested in eober dormant or active Concern, 
Please respond whtr details iq oonfidneeto: 


BUSINESS 

OPPORTUNITIES 

MAMAS ARE RECOMMENDS) TO 
SEEK APPROPRIATE PAQMSSMHAl 
BEPDAE 9ITERWO MTO 
CPMWTMENTS 


BUSINESSES PRODUCTS 
WANTED 


LIQUIDATIONS: 

RECEIVERSHIPS: 

AUCTIONS 


MEDIUM SIZE HOTEL 
IN PRIME LOCATION 
IN GUERNSEY 



AUTOMOTIVE AIR CONDITIONING. 
Bus dip cflants. ISO90CJE Raoiumd. 
W Mtds. T/o 300k. Prtco Batfl K Pel. 
MlffiOLltt 01384 444744. 


Company For Sale 

Co'i’.'ac! Ciebiimq 
Midlands Based 

£2.5M Turnover 

Sci Eb03'> F : r. n “ c i a I T:.t 
'1 c u ; ^ V..} r / Eridjc, 
Linden S£1 iHL 


BUSINESS FOR SALE 

Rtipa and Wholesale 
Catalogue Reform Business 

~ Seeks buyer ~ 

Sarah Coot toed. 
Sub orned Tfaravcrand Profits. 


CAD 

Consultancy / Reseller 

La* eaabBdud specialist 
CAD Ctmxvhaacf and Reseller. 
Pntftvbte and flaancialfj secure. 
The ccnspatxj enjoysa high mho cf 
technical resources ta tool staff ami 
has trsaong arponue client beat. 

frisCtpahontyin 'writing to: 
Box B38S9, Financial Timm, 
On« Southwark Bridge, 
London SE1 DHL 


Sperialint Erhihitinn 

Graphics Campaign 

Strong telnet sheet; 
essalbtt growth A pmpxn. 
Hi^> imSt margtiL 
UptiMlaw tadmdogjt 
■DO £700.000, 

For male ind. fraabold purpose bmK 


P rtKq M l* only nhanld wpfb to 
prafnaiiinil adnsors: 
ChtnbertlFALtd 
37 Pay Btrot, Bath BA1 «PD 


Coreas'. J.F.. Foster on 
0T?;-455--:i44 or Oi:A 12 If 



Distribution 
Businesses Wanted 


* c Z- i;»') v iCm 

?a-::u!2i cf c 

:;;7hu^3 AL'fomof.ve: !o^L.’s!n 
cerrsunc^'i- cupoU' 1 .- Lri.su 



CORPORATE 

FINANCE 


BUSINESS FOR SALE 
Northern based BBnd 
MamdaiSuringandDJstr&ution 
Company seeks Buyer. 
Substantial Turnover and Pmflts. 
Box B6037. financial Timas 
One Soulhwwfc Bridge 
London SBI 9HL 


Dental Laboratory 

id Southern Rutland 

- For Sale - 

on owner'* retirement. 

Well Enxnagcd Ux^uevy wish turnover 
of XU mfnkm ( 50 % ovmeau 
Hj^dy pnfiabie. 

«Ar w J(ta Htot PCA.5MI Hm, 
08fc»«ii. Oadhnl 0K53IA 


BUSINESS 

OPPORTUNITIES 


Ofex Bssed ee mammy seeking 
pnNaJung company-ties} 
or titles aimed at specialist 
eoBrctors rmhtaiasts. 

We are looking to put together a 
group with o diversify cf titles 


Call 0171 235 2' 


EX1TUS COLLEGIUM 

To seB or buy a Business 
£1m -£50m 
Tal 0171 931 8082 



TAX LOSS CO C3M+ tuniti eomwcbon 
BmJOmg Trad*, contact Mr. BarftM 
012$4 2eS55OO> Fax 01354 284 44S 


PRIVATELY QWrMD DRIED POOD, 
AND SNACK COMPANY 

— Currently supplying major 
mtdtlpln, seeks n merger or 
acvoialliON, fa develop 
wider food based business, 

Bor BOOM, PM*»cuL Tm, 
OwScuimmik Bme, Lokxm 3€i BHLl 


CONTRACTS & TENDERS 



Advertising release 
for sale of shares by direct negotiation 

OWNERSHIP! 

^^^g^Dn^ctjOgijotbe Covemment Urgency 


ipuiy. 


n Registered OfiSce: Bariad, Sir. Republitii nr 320. ind. Vasbu. 
□ Fiscal Code: 2808089. 



“ *^“**«4 MU»i«i.HVWiWUC IV UB. MUbaL lbUJ|U9 

at the Commercial Kegistrer Office: 208.441.100 tbonsaod ROL 

□ Tnmover in 1997: 299X06,699 dwosand ROL 

□ Net profit in 1997: 2.694,794 thoosand ROL 

□ Main scope of activity: design, manufacture and sale of bearings, and bearing prodnetion specific machine-tools. 


The share ownership structure is as follows: 



fim Fund 

- — Jsaneni Company Moldova 

Namra] persons 


% 

643433 

!9.7^ 


JK^TH tm ^e^sSft^BOUsSiare, respec five^y t652 USDMure, and total value of stake pet far *rie Is 3024*77492^32 ROL, 

Tte Co mpany P RE SENTA TION FILE required far subscription to Ae offer may be obtained it the State Ow ner s h ip Find, 
BUSINESS CENTRE, OFFERS DIVISION of tne International Refctows Department. BocbanKt, 6 Stavropoleos Street, sector 3pbone04- 
01/31 1049S; 3123130*. 3124231 and &x Q4-01/3 121 84L da% between &00 aiM l&OOfejintil die prec^ne aibminriig^r date, nK^ve, at 
gn atrims or kgal arfines sow put cash in USD at National Bank exchange rare applicable on the 
fete. This amount has to be transferred m advance to the Sbfe Ownership Fossa amomitt- aa 

CORPORATION advises the State Ow nership Fti d in the privatisarion process. 

Fmtbainfbnnatkai aboat thejrongjany’sprivstriarion may be offered by &OlE% INTERNET SITE, at die address ww wjuL nv or at die 
^WVtJfcLTJk^^AliuN)^^ **** ^8^ «>d Mr. Stmn Raora, or liC. 458-9!^, Mb K ryso Btice dNTERNXTIONAL 


THEPRESENTMTION FILE wfll be released on pasenminn of: 
□ L.cgmqfttepiycnem order ^c ^egieseprAtka, Se; 

i aozensX 



account to release an oncooditionai oa ?t guarantee ' 

Ctaly Udders that prove they acquire die Presentation Hie may submit tfietr PURCHASING CH¥ER. 

■ The opening of envelopes rantainftiE PURCHASE OFFER wflTbe cn. fee same day ^ J 



currency, at the National Bank, of Rcmania foreign 


*?tcv-ed£ tec f^rseeedcectdcf 



Advertising release 
for sale of shares by direct negotiation 

The STATE OWNERSHIP FUND, a Romanian public institution based in Bucharest. 6 Stavropoleos Street, sector 3. is offering for 
sale by direct negotiation according to the Government Urgency Ordinance no.88/1997 and the Government Decision no. 55/1998 a 
69.999 % of the issued share capital of Trading Company LXMINDRUL SL, Brafta. 


□ Registered Office: Braila, Str. Indu.vEria Sarnaei. nr. 2. jud. Braria. 

□ nSlCode: R 2266948. 

□ Repstrarion no. at Commercial Register Office: 3/09/42/1991. 

□ Issued stock capital according to the latest records 

at the Commercial Register Office: 83,494.675 thousand ROL 

□ ’nimover in 1997: 17X272,054 thousand ROL 

□ Net profit in 1997: 2435.748 thousand ROL 

□ Main scope of activity: production and trading of hot laminated profile, concrete steel trefiled wire and trefiled 
bar; nails, chains, wood and metallic constructions. 


Total number of shares at a nominal value of 2X000 ROL each: 3439,787 
The share ownership structure is as follows: 


8 State Ownership Fond 
_ financial Investment C 
■ owners 
: owners 


Moldova 

ffl BS* priv wftKBTinn 


The sefllng offer price is of 42439 ROLAhare and the value for dunes pared put for sak b of 100449424, thousand ROL 
The Corqnny's PRESENTATION FILE required for subsc rip tion 10 die offer may be obtained at die Stni* Ownership Fund, 
BUSINESS CENTRE, OFFERS DIVISION of the International Relations Dep artm ent, Bucharest, 6 Stavropoleos Street, sector 3 phone 04- 
01/31 10495; 3123130; 3124231 add fox 04-01/3121841, daily between IF and 16" hrs* to the previous day tot eh deadline offer* deposition, 
indnnvely, at a pore of 40^0084)00 ROL payable aids the seDer's pay office - S.O.F. headquarters from Bucharest, 152 Calea Victoria Street. 
1 sector; 4th floor oc in accuant no. 251100980900224 opened at Rarnarrisn Bank far Development- Bucharest Branch (BRD-SMB). 

Rndwr infonnatiou about die cmqany^ 's privatisation be oflered by S.Qj.’s INTERNET SITE at the address wwwjotro. or « the pbooe 

0404)1-3 14E241. fine 0404)1-3 10.16292, Me Antonin Pbnpffin St&nescn. 

In cider to participate in ibe negotiations it is compubory bu^ng die PRESENTATION FILE 


THE PRESENTATION FILE will be released on presentation o£ 

□ a copy of die payment order for ihejeesentatira file; 

□ identny card (or passion for foreign citizens); 

□ power of attorney from the offering trading company. 

ilee 
tin 

, ... petsons payment oTPRESENTATlON FILE a 

be made in the account for convertible foreign currency open at the Romanian Bank for 

account 25UffS«S®242MJ®88 in USD at exc h an g e rate nairamned by NATIONAL ROMANIAN SANK at 
dare for there. Bidders may instrna the bank where they hold their main account 10 release a bank guarantee valid for 
from die deposition dare for the affix 

Nfflnrai/legaJ foreign pecans may make the payment for the SELLING-BUYING contract in convertible currency at the 
cxchffligc rare tra nrininrd by NATIONAL ROMANIAN BANK at the date of dgning for the Protocol for closing of die (greet 

Bidden should submit die PURCHASING OFFER and the d oe mn ems stip ulated in Government Decision no. 55/1998. article 
27, stipulated in Section C of Ihe PRESENTATION FILE and BUYING OFFER, inclusively BUSINESS PLAN, to the Slate 
Ow m a Aip Fund, OSes Divisional the above memkaed address, in a scaled envelope, prior to 24* of September, 1998, Iff* 
hre. local tone. 


*7ect*e&t tec ^dHcecectdci 



Advertising release 
for sale of shares by direct negotiation 


The fflATE OWNERSHIP FUND, a Romanian public institution based in 1 
sale by direct negotiation according to the Government Urgency Ordinance boJS 8/1S 
50.80% oftbeissiied share cajrirelof Trading Cranpany IFTTFOR S jL, G alati. 


„ ._3,isofiamgfor 

and the Govenunem Decision iul 55/1SB8 a 


□ Registered Office: Galati, Sic Portului, nr. 157, jud. Galati. 

□ Code: R 1650044. 


□ Turnover in 1997: 23d 179 .408 thousand L 

□ Netprofitm 1997: 6.4MX27thoosmd ROL . .. . . . . ; ■ , , .. , J . 

O Main scope eff activity: manufaemnng and trading of cold lamriwlen products and processing of copper and other 

ferroos metals. 

Toff I nrnnh ar of shares at a nominal vafoe of 25.000 ROL eadi: 1454^42. 
lie share owneiship structure is as follows: 


Pnoi 



% 

SOM 

23.90 


The setting offer price is of 564*21 ROL/shart »ad the vatae for shares pererf pet for sale U of 38^56^82,000 ROL- 

The Cranpany's PRESENTATION FILE required for subscription to the offer ntty be obtained at the State Ownership Ftmd, 
BUSINESS rFNTRF, offers DIVISION of tin: Mcnatkaal Rriatioas DepaiOMaL BtaharesL 6 Savropoteos Street, sector 3 phone 04- 
01/3110495:3123130: 3124231 are! fox 544)173 L2 1841, daily between 8“ and 16" his. to previous day to ibe desdHije for offers deposition, 
inclusively, at s price of 14^)OOgl)OOROL payable at the Sdir’s pay office - S.OJ. headqnarten 6om Bncharest, 152 Caka Victoriei Street, 
) sector, 4th floor; or m account mL251V0098090022A opened at the Romanian Bank, for Development - Buch&cen Bunch (BRD-SMB). 

Ftatherinf«mationflboiB the cotnpHty’sptivatisatioBnny be offetedbySX)J£ , s INTERNET OTTE at theaddn»wwuMoCmorat*ej*one 
04001-314^81, bx 0404)1-3 iai692, Mu Anteniu FlMapiBa StanesetL 

In order to parricirag in the acgoo ntiogg h is coaynHory bnying the PRESENTATION FILE 

THE PRESENTATION FILE will be released on presentation o£ 

□ a copyof [hepeyntemotderforiheprcseniaiiDa 51c; 

□ identity and (or pa&pan for nxagn dozens); 

□ power of attorney from the offering trading co 

■MriiSA^, btddea me retanred to present etidence of c 

ROL payable al the Romanian Bank far Development - Bucharest Brunet (Bl 

"■ ,a — ■ — ' as payment of PRESENTATION 

open at Ronaninn Bank lor 
: iniSa) by WaTONAL ‘ 


fo order fo partmp^inthri 
of a partananon of 1 ^ 


; ax the Seller’s disposal aj 


HLE 


j make die ravnaaitfor the SELLING-BUYING contract in convertible ionagn anreoey s& the 

Imeamunmnnlby 

Bidders may nBaud foe bank flAittt they hokS fteil TOW accooffi to release a bonk guarantee valid far 180 days, from the 

hhe 

irriTrrn 


deposition date for the oflet 

Bidden *D^.5«*niitthe HJRO^^gO^K 
27. gtipjMed IP Section TuT Of 
Ownendilp Fimd, Mbs K vtfW 
local nmf following thtU at 1 



*?rcv-e4-t tec ^osccdceciccf 



Advertising release 
for sale of shares by direct negotiation 

The STATE OWNERSHIP FUND, a Romanian public institution based in Bucharest 6 Stavropoleos Street sector 3. is offering for 
sale by direct negotiation according to the Government Ui^ency Ordinance no.88/1997 and the Government Decision no. 55/1998 a 
69.9844 % of the issued share capital of Tradmg Company CORD SLA-, Bnzan. 


O Remstered Office: Buzan, Stt Aieealndusmifor nr. 1 Ins, Jud. Buzau. 

O Fiscal Code: R1J547J7. 

□ Registi^tiouna at Commercial Register Office: J/KV214/1 991. 

□ Issued stock capital, according to the latest recotds 

at the Commercial Register Office: 68JJ57. 150 thousand ROL 
O Turnover in 1997: 79.791512 thousand ROL 

□ Net profit in 1997: 1,746,024 thousand ROL 

□ Main scope of activity: mamriactaring and trading of cord for the envelope nod wire. 


Tbtal number of shares at a nominal value of 25,000 ROL each: 2,758,286. 
The share ownership structure is as follows; 


O Stare _ 

O Fhmndal 

§ Shaie owkjs 
S bneowqrn 
Snares asstgnen to 


Fund 


Transilavnia 
offer , 
pnvansaDOn 
manager 


% 

69iffi44 

164290 


The selling offer price is tff 83,780 ROUshwe and the ratac for shares pared pul for sale is tf 161,726398,000 ROL 
The Company's PRESENTATION FILE required for subscription to the offer may be obtained at the State Ownership Fond. 
BUSINESS CENTRE, OFFERS DIVISION of the International Relations Department. Bucharest. 6 Stavropoleos Street, sector 3 phone 04- 
01/3110495; 3 1231 30; 3124231 and fax 044)1/3 121 841. daily between gjQOanl I60Q bis, at a price of MTJW/JOO ROL payable s pay 

office - S.O.F. beadq^attes from Bucharest. 152 Calea Victoriei Street, 1 sector, 4th floor or in account no. 251100980900224 opened at 
Romanian Bank for Development - Bucharest Brandi (BRD-SMB). 

Fnnberinfbnnraiai aboat tire coa^Bny’sprivarismBm may be offered by SXLF-’s INTERNET SITE at the address www-stdra oral the phone 
0404)1-314.6181. fra: 0404)1-310.1632. Mn Atdonm Pampffin Stfinesco. 

In order K) participate in ihf negotiations it is compulsory buying the PRESENTATION FILE. 



THE PRESENTATION FILE will be released on presentation of: 

□ a ropy of the payment order for the presentation file; 

□ identity card (or passport for foreign cmzensK 
□ power trf attorney &an the oBenng trading company, 

in die negotiations, bidden are required to jxesent eridence cf paring at the Seller's 

■" th onsand ROLpayabtcatRcBDaiianBBikfcrDev efajctn ai 

for sMisal%a! foemn pecans pajmeot ol P'lESENTATlON FILE and paitKamnon guarantee may 

forafl! oatency ores m the Rta nawan Itanlt fa- ForriEn Traie tBANCOREXi account 
a escha^ rate msnmted by NATIONAL ROMANIAN BAhSfa naymea dafr for these. Bidden 
their main accoora to release a bant stnnnfce valid for 180 days tinm the deposition due for the 


1m account ox 



l fa the SELLING-BUYING contract in convertible l_ 

L at the date oT Signing fir the Protocol for dating cf the direct i 

lanbnAdre PURCHASING OFFER and the i faann easgtiwitoedmGMtBmedDoaaoa no. 55/1998. attii^; 

' cf PRESENTATION RLE oil BUYING OFFER, mduavety the BUSINESS PLAN at tbr above mentiooed 

I emebpe. prior lo2y JOctebc; 1998, 10" hrs. local rime Mowing tfaffl at l-Tbrsia open the mes m die presence* 


soputaed 
— inai 


i 
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TECHNOLOGY SILICON CHIPS __ ^ 

Big Blue’s 
bold future 
questioned 


The chip industry 
appears unruffled by 
IBM’s technical 
progress, writes 

Roger Taylor 

International Business 
Machines has made head- 
lines three times in the 
past 12 months by announcing 1 
important technical break- 
throughs in silicon chip technol- 

°gy- 

It has prompted some rave 
reviews and some fantastical 
speculation about the future, 
such as talk or the disposable 
computer, a device that runs on a 
battery and holds the entire 
system on a single chip. When 
the battery runs out, you just bin 
it and buy another one. 

IBM's technology sounds 
impressive, but curiously, the 
rest of the chip industry does not 
appear unduly ruffled. IBM 
claims its technologies will 
create standards which will be 
adopted throughout the industry. 
Intel, the world's largest chip 
manufacturer, disagrees. 

The difference of opinion 
reflects the great risks of con- 
ducting fundamental research. 
IBM has a tradition of investing 
in long-term research. Its labora- 
tories are world-leading centres 
of research in many fields. 

Intel, with a $2.Sbn (£1.7bn) 
1998 research and development 
budget, spends more than any 
otber company on advancing 
chip technology’. But its efforts 
are more closely tied to its com- 
mercial operations. 

Most of its spending goes on 
short-term research to improve 
performance of products already 
in development The company's 
“advanced" research is geared to 
products that may be five to 
seven years away, although it 
also funds university research 
into ways to make chips faster. 

Intel has little immediate 


interest in any technology that 
does not hold out the prospect of 
transferring rapidly to produc- 
tion of up to 90m units a year. 
From Intel’s perspective, much of 
IBM's technology is too specula- 
tive. The developments on which 
IBM has led the way are copper 
interconnections, silicon germa- 
nium, and silicon on insulator. 
All are ideas that have been 
investigated by semiconductor 
researchers for many years, but 
were rejected largely because 
they proved impractical or too 
expensive to apply commercially. 

IBM's breakthroughs have been 
in making these ideas economi- 
cally feasible in high-volume pro- 
duction. In September, it said it 
had perfected a technique for 
using copper to connect micro- 
miniature transistors on a silicon 
chip, an innovation it said would 
increase the speed of chips by up 
to one-third as copper is a much 
better conductor. IBM began 
shipping chips with copper con- 
nections this month. 

Then In June. IBM said it was 


Intel can see 
few signs that 
silicon germanium 
will become 
economically viable 


beginning production of silicon 
germanium chips. Adding germa- 
nium to silicon in chips produces 
enormous leaps in performance 
while lowering the chips' power 
consumption. The technology has 
been around for more than a 
decade but for most applications 
was too expensive. IBM is now 
making chips for specialised pur- 
poses, largely in telecommunica- 
tions equipment 
The company completed its 
triple whammy earlier this 
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month, ann o uncing that , it had 
found a cheap way to manufac- 
ture silicon-on-insulator chips. 
SOI. which involves putting a 
thin layer of insulator under the 
surface of the chi p to reduce the 
power needed and lessen interfer- 
ence, is another old idea, but pro- 
duction has proved so expensive 
it has been used only in rarefied 
markets, such as satellites. 

In theory. IBM’s SOI chips can 
run on as little as one-third of the 
power of standard chips, greatly 
opening up the potential for 
battery-powered devices. For 
example, IBM has raised the pros- 
pect of hand-held devices which 
link to the internet . . 

Sharp, tfrp J apanese co nsume r 
electronics group, is also under- 
stood to be excited about SOI 
technology, and has reportedly 
set itself the long-term goal of 
producing solar-powered devices 
using the new type of chip. 

IBM is so confident of the 
advantages of SOI that it has pre- 
dicted it will quickly replace 
CMOS as the standard for chip 
manufacture. 

Curious, then, that industry 
leader Intel has, after much 
research into SOI, decided to pass 
the technology by. Intel says it 


could find no way to generate 
sufficient benefits from SOI to 
justify the production costs. 

Intel is equally untroubled by 
IBM’s other announcements, 
although less dismissive of these. 
Copper is accepted as inevitable. 
But Intel does not believe it will 
be economical to incorporate cop- 
per until the generation of chips 
after next, and is confident it will 
have its own copper technology 
when needed. 

On silicon germanium, Intel 
happily concedes that others 
have the lead. But it says ft 
focuses its research on what 
looks feasible on at most a five- 
year time horizon. It can see few 
signs that silicon germanium win 
become an economically viable 
technology. 

Frank Dzubeck, an industry 
analyst with Washington-based 
Communications Network Archi- 
tects. is entbused by tbe techni- 
cal possibilities opened up by 
IBM’s work, pointing out that 
silicon germanium has the poten- 
tial to lift chip speeds to 10GHz, 
compared with today's standard 
Of 300MHZ-400MHZ. 

G. Dan Hutcheson of VLSI 
Logic, another industry analyst, 
is more sceptical. IBM, he says, 


PRODUCTION AD VANCES — 

The next big 
thing in chips 
is very small 


does not have a sufficient techno- 
logical lead in copper to give it a 
significant advantage over the 
competition. 

On SOL he says, IBM has still 
to prove it can manufacture 
chips which deliver .the promised 
benefits at a realistic price. If it 
succeeds, however, it has a sig- 
nificant patent position in the 
area which could give if a sub- 
stantial boost in tbe market. 

Silicon germanium has the 
greatest potential. *Tf that came 
off, IBM would own the silicon 
chip industry,” says Mr Hutche- 
son. But with less than a decade 
to run on some of IBM's patents, 
the issue is whether the technol- 
ogy becomes relevant while IBM 
still owns it. 

During the next couple of 
years. IBM’s semiconductor busi- 
ness may provide a fascinating 
case study of how, or how not, to 
turn basic research to ftnanrini 
advantage. The company has a 
history of producing bright ideas 
which never prove -commercially 
viable. 

Many of its competitors are 
confidently expecting it to mukg 
the samp mistake this time. If 
they are wrong, IBM could tom 
the Industry an its head. 


Adapting the flat design 
to a tiny ball would . 
generate huge savings 
in both time and costs, 
writes Tom Foremski 

Silicon chips are flat But 
Ban Semiconductor, a 
start-up based in Texas, 
wants to silicon chips that 
are balls, imm in diameter.. In 
- i hp process, it to slash pro- 
duction tiffip and manufacturing 
costs to a fraction of current 
levels. 

Chip fabrication plants are 
npm n g the most expensive and. 
complex manufacturing sites of 
our industrial age, typically cost- 
ing more than Sibn (£600m) to 
build. 

The chips are made like a 
pizza. Thin, round wafers are 
sliced from a cigar-shaped crystal 
of pure silicon. They move 
through a series of processes in 
which layers of semiconductor 
materials are built up on their 
surface and then exposed to a 
pattern of light which is used to 
etch the transistors and 
connectors. The wafer is baked 
and sliced into hundreds of chips. 

Ball Semiconductor says there 
Is a better production method. 
Start by making i mm diameter 
silicon balls, seal them in a net- 
work of glass tabes, fly them 
through the various production 
processes without letting them 
touch the sides of the tubes, and 
spit them out at the otber.end at 
a rate of 2,500 per second. 

Total process time is five days, 
compared with 100 days for flat 
chips. And since the ball chips 
are protected within their tubes, 
you do not need to build huge 
clean rooms to keep out the tiny 
specks of dust that ruin a chip. A 
Ball Semiconductor manufactur- 
ing site would look more like a 
chemical processing plant, with 
coils of tubes - some of them 24ft 
hi gh - and. would cost as little as 
(100m. 

“We have achieved some 
important breakthroughs so far 


and have demonstrated produc- 
tion of some simple chnw- The 
next stage is to produce transit 
tore on the surface of the balls,* 
savs Ram Ramanmrlhi. vice pres- 
ident of research and develop- 

meat _ . _ 

The goal is to have a pilot pro- 
duction line in operation by the 
end of next year. Bui to get to 
that point then? ore many chal- 
lenges. One of them is how to 
project the image of a chip on tu 
a curved surface. Optical lithog- 
raphy - the process used for flat 
surfaces - is a relatively straight- 
forward procedure that resembles 
exposing photcgraphic paper to a 
photographic negative. But for a 
spheric"! surface. Ball Semicon- 
ductor had to invent a litho- 
graphic process that projects the 
chip image through a complex 
light path involving 42 tiny 
mirrors. 

The company was founded in 
1996 by Akira Ishikawa. the for- 

'While there 
are some major 
hurdles, these 
problems are 
probably solvable 1 

mer president of Texas Instru- 
ments Japan, with about $S2m of 
financing, mostly from Japanese 
c ompanies. Texas was chosen os 
the company headquarters 
because of the large number of 
rfii p manufacturing sites which 
provide the firm with talent and 
supporting infrastructure. 

Jack Kilby, who invented the 
silicon transistor chip while at 
Texas Instruments, paid a visit to 
Ban in May. *Tve never seen or 
heard of anything like this 
before,” he said. 

The concept Is fascinating. 
While there are some major 
hurdles concerning this technol- 
ogy, these problems are probably 
solvable.” 


HEALTH PARKINSON’S DISEASE 


Wave 

hopes 

Not since the 1960s 
and L-dopa has the 
outlook seemed so 
bright, says 

Clive Cookson 


A new wave of 
treatments is giving 
i fresh hope to the 4m 
people worldwide who suffer 
from Parkinson's disease. 
Five drugs have recently 
reached the market, several 
others are in development, 
and more innovative treat- 
ments - including electronic 
and biological brain 
implants - are giving 
encouraging results. 

The outlook for people 
with Parkinson's, a progres- 
sively disabling brain dis- 
ease. has not seemed so 
bright since the late 1960s 
when L-dopn was introduced 
and quickly acclaimed as a 
miracle drug. L-dopa is con- 
verted in the brain into 
dopamine, the messenger 
chemical tneu retransmit ter) 
that is severely depleted in 
Parkinson's patients. 

Doses of L-dopa often have 
an immediate and dramatic 
effect on previously 
untreated patients, relieving 
symptoms such as trembling 
muscles and slow, painful 
movements. Unfortunately, 
the benefits begin to wear off 
after three to five years and 
neurological side effects 
increase. Although L-dopa 
has not lived up to its early 
promise, it remains the 
mainstay of Parkinson's 
treatment. 

The new drugs work in 
two principal ways to make 
up for the missing dopamine. 
One group, which includes 
tolcapone from Roche and 
enlacapone from Orion and 
Novartis, makes L-dopa and 


dopamine work more effi- 
ciently in the brain by inhib- 
iting the enzyme that nor- 
mally breaks them down. 
They enhance the efficiency 
of L-dopa in relieving 
Parkinson's symptoms. 

The second category - 
roplnirole from SmithKline 
Beecham and cabergoline 
and pramipexole. both from 
Pharmacia & Upjohn - are 
“dopamine agonists”. They 
stimulate chemical receptors 
on brain cells, enabling 
patients in tbe earlier stages 
of Parkinson's disease to 
make better use of their 


of drugs renews 
for sufferers 

dwindling production of 
dopamine. Clinical trials 
suggest they can delay the 
need for L-dopa therapy by 
an average of two or three 
years. 

The pharmaceutical indus- 
try also has a range of Par- 
kinson’s drugs in its 
research pipeline. Some use 
innovative delivery tech- 
niques. This month, Discov- 
ery Therapeutics of the US 
announced an alliance with 
Schwarz Pharma of Ger- 
many to deliver its new 
dopamine agonist through 
the skin in a transdermal 
patch. 

In the longer term, bio- 
technology has much to 
offer. There is a prospect of 
treatments that will reverse 
the damage and may eventu- 
ally cure Parkinson's. 

Although the fundamental 
cause of the disease is not 
known, the overall approach 
is to repopulate the affected 
regions of the brain with the 
specialised nerve cells 
destroyed by Parkinson's. 

Neurotropic growth fac- 
tors - natural chemicals 
that stimulate nerve cells to 
grow - are one option. Muhammad All now fights far those wBh P a rk in so n’s AP 

Amgen, the largest US bio- 
tech company, is in the early widely because less than 20 contained in a device like a 
stages of testing one such per cent of transplanted cells pacemaker, which is 
factor, GDNF, on advanced survive in the host brain. implanted under the skin 
Parkinson's patients. It has Earlier tins year research- near the collarbone. Patients 
to be injected directly into ere from the University of use a hand-held magnet to 
tbe brain, to get through the Seville in Spain identified turn the system on when 
blood-brain barrier, but it another potential source of they wake up and off when 
seems to restore some cells: the carotid body, a they go to bed. 
activity to damaged little organ In the neck Activa is being launched 
neurones. which senses the oxygen in Europe this year. It 

Gene therapy may also be level in the blood and stimu- enables patients with 
applicable. Several com pa- lates faster breathing if it advanced Parkinson's, for 
nies are investigating ways falls too low. whom the beneficial effects 

of introducing new genes This is rich in dopamine- of L-dopa are wearing off. to 
into the brain, probably producing cells, and animal control some of the most dis- 
through a special virus, experiments suggest the abling symptoms. These 
They would enable nerve patient's own carotid body include rigidity, lack of 
cells to produce missing may be a clinically more movement, tremor and diffi- 
proteins such as successful - and ethically culty in balancing. Patients' 
dopamine. more acceptable - source diaries show they could 

A more biological than aborted foetuses. But a function independently for 
approach, which has a sur- lot more research will be twice as many hours a day 
prisingiy long history, is to needed to confirm it works with Activa. 
transplant cells that produce in people. It will be a long time 

dopamine directly into the At the opposite end of the before advances on the 
brain through a small hole spectrum is Activa, a new chemical biological and elec- 
in the skull Aborted human electronic Implant developed tronlc fronts enable Parkin- 
foetuses have been the main by Medtronic, a US medical son's patients to live a nor- 
source of such cells because devices company. Electrodes, mal lifespan free of 
their neurones still have the implanted deep into the symptoms. But the outlook 
potential .to establish new brain, produce mild electri- for treating and eventually 
connections. cal stimulation to block the curing Parkinson's is better 

Experience during the past faulty nerve signals that than for other progressive 
10 years with foetal cell cause Parkinson's symp- brain disorders such as 
transplants shows they can toms. The battery and elec- motor neurone disease, Alz- 
help some patients. But this hnonic circuitry that control heimer's or Creutzfeldt- 
source could never be used the neuro-stimulation are Jakob disease. 



McGovern leaves 
AT&TTto 
join Fidelity 
Investments 

! The overhaul being wrought 
at AT&T by Michael 
Armstrong has brought the 
departure of another senior 
executive. Ga3 McGovern, 
one of the most senior 
women In American 
business, quit last week to 
join fidelity investments, the 
country’s biggest mutual 
fund group. 

McGovern’s star rose at 
the US long distance 
telecommunications 
company in the regime that 
immediately preceded 
Armstrong's arrival, [ate last 
year. John Walter, singled 
out briefly as the company's 
next leader before being 
dropped by the board, 
appointed her to' run AT&T's 
consumer operations - a job 
that effectively put her In 
charge of one of the 
country's best-known 
brands. 

During her watch, which 
began at the end of 1996, 
AT&T succeeded in stowing 
the decline its consumer 
business - though 'rt has yet 
to turn in the sort of growth 
rates shown by most of its 
competitors and it is stiB 
losing market share. 

There does not seem to 
be much room for her in 
AT&T's top management 
ranks in the foreseeable 
future, however. The 
planned merger wrfri TCI will 
be followed by the creation 
of a new consumer services 
company, combining the 
cable television company’s 
operations with the AT&T 
businesses that have been 
under McGovern's control. 

Two people have already 
been earmarked to run that 
operation: Leo Hindery, the 
president of TCI, and John 
Zegiis, the long-standing 
AT&T general counsel who 

has made a notably 
successful switch into 
mainstream operational 
management diving the past 
year. After 24 years at AT&T 
where she started as a 
programmer, McGovern, 46, 
decided it was tens to move 
on. 

At Fidelity, she has been 
put in charge of operations, 
at the Boston-based group’s 
personal investments and 
brokerage group. Her job, 
according to Gary Burkhead, 



PEOPLE ON THE MOVE 


the Fidelity vice chairman 
who runs the group, is to 
bring fresh ideas to the. way 
fidelity handles its 
relationship with 6Bm retail 
customers. She will also 
head Fidelity’s distribution 
operations, which win give 
her responsibility for all the 
group's telenwtetfng 
activities. 

Richard Waters, New York 

Meile moves 
at Roche 

Jean -Luc B&jngard, 49, 
head of Roche's diagnostics 
division, is taking early 
retirement, and wfll be 
replaced by Otto Meile, 63, 
head of Roche’s activities in 
Germany. 

. Baling and, a Frenc hman 
who joined Roche in 1982. 
ten headed Roche's 
diagnostics division since 
1990. Last year Roche more 
than quadrupled the size of 
its diagnostics business with 
the$102bn acquisition of 
Corange, parent of 
Germany's Boehringer 
Mannheim group. 

Diagnostics is now 
Roche's second biggest 
division after 
pharmaceuticals and a 
central part of its strategy to 
be a world leader in • 
diagnosing Bfnesses as well 
as producing the drugs to 
treat them. 

B6fingard, who has an 
MBA from Cornell, has been 
heavily involved in the rapid 
integration of Boehringer 
Mannheim into Roche, and 
his decision to return to 
France “for family reasons", 
surprised analysts. 

Meile, who joined Roche 
In 1970, is the latest rn a 
series of changes on 
Roche’s executive 
committee which Include the 
early retirement of Jurgen 
Drews, Roche’s, research 
chief, and the appointment 
of Kuno Sommer as head 
of fragrances arid flavours. 

WUBarn Hall, Zurich 

Radziwill sets 
up own business 

The effects of Warburg 
Dillon Read’s narrowing 
interest in cental Europe 
following the recent merger 
with UBS have reached 
Warsaw where Mactaj 
RadzjwSI, one of Poland's 
best market analysts, has 
left Swiss bank to set up on 
his own. 


Radziwill is now safely 
ensconced at Cresco 
financial Advisers, which 
mainly serves Everest 
Capita] Ltd, a Bermuda 
based hedge fund. 

Radziwifl, 37, a scion of 
one of Poland's most 
aristocratJc'famflies, came to 
UBS after spells at CSFB 
and Crecfitanstait 

He shone In 1997, when - 
counter to general opinion - 
he put his faith in 
Herneken's management of 
the Zywiec brewery, one of 
Poland’s best known 
brands. Zywiec stock rose in 
that year by 120 per cent 
against a general market 
average growth of 2 per 
cent 

Christopher Boblnski. 

Warsaw 

US. Treasury 
shuffles team 

As Asia’s financial turmoil 
continues and Russia's 
intensifies, the US Treasury 
is changing the team 
resppnstole for managing 
international crises and 
bringing in the Federal 
Reserve Board’s top 
International expert 

The changes, yet to be 
officially announced, follow 1 
the expected departure of 
David Upton, 44, the 
undersecretary for. 
international affairs, who 
earlier this month said he 
would be leaving hts job In 
October. 

The Harvad educated 
economist two weeks ago 
to talks with senior Russian 
officials in Moscow, has 
been saying for some time 
he intends to leave the 
Treasury. 

His job will be filled by his 
immediate deputy, Timothy 
Geithner, 37, now assistant 
secretary for international 
affairs. Geithner has spent 
most of his working career 
in government service 
except for a brief break .as 
an Asian analyst for 
Kissinger Associates. 

In a more surprising move, 
Edwin Tod" Truman - the 
head of the Fed's 
international finance division 
since 1977 - will change 
hate to take Geithner's 
current job. Truman has 
been an influential figure at 
the Fed, one of three 
economists on the staff of 
the policymaking Federal 
Open Market Committee. 

Chairman Alan Greenspan 
listens dosety to Truman, 


though Greenspan has not 
, been so engaged in 
international issues as some 
of his predecessors. 

It has been public 
knowledge that Truman, 57. 
was set to retire in the next 
year or so, so his decision 
regarded- with what branch 
of government he should 
finish his public service 
career. He is also dose to 
Larry Summers, deputy 
Treasury secretary, whom he 
has known for more than a 
decade and who [Ives in the 
same part of suburban 
Maryland. Moreover, a 
period at the Treasury to the 
thick of international crisis 
management may well 
enhance the popular Fed 
official's marketability to the 
private sector when he 
eventually leaves 
government 

On the domestic side at 
the Treasury, Gary Gensfer, 
40, is expected to move up 
a step to become 
undersecretary for domestic 
finance. He takes over from 
John Hawke who has been 
nominated to head the office 
of Comptroller of the 
Currency. The appointments 
aH require Senate 
confirmation.. 

Sfaphen fierier, Washington 

Moving 

places 


■ I win aim ui 

Commerzbank Globa 
Equities, has appoint 
Michael Lewis head 
international sales trs 
New York. He Joins fi 
SBC Warburg. 

• Mark Newbery, 
corporate partner at i 
solicitors Herbert Sm 
become managing pj 
Herbert Smith's Sing 
office. 

• Danka Business S 
has appointed Mark 
Woffinger president. 
America, Canada anc 
Specialty Markets. W 
most recently served 
executive vice pres id 
chief financial officer 
Hollywood Errtertainn 
Corporation. 

• International Finan 
Corporation has app< 
Sumlo Takeichi diro 
marketing and busine 
development Takeicl 
Japanese national, is 
presently the director 
(Overseas) of Mitsubi 
Corporation,. Tokyo. 
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Emptiness 
posing as 
profundity 


Striking fashionable 
attitudes is not 
art, argues 

William Packer 

The first thing to say is that 
the exhibitions on in Edin- 
burgh during the festival 
tin* are not properly part of 
the festival at all. As has 
' been the case these past 
many years, the organising 
policy still flfisiimftB th a t the 
ordinarily cultivated and 
curious visitor, with time to 
fill between concert hall and 
theatre, has no interest in 
art. Put festival money into 
exhibitions? Perish the 
thought 

Luckily those responsible 
for Edinburgh's galleries; 
both large and small, know 


She was onto her 
face when I 
looked in, moving 
across her eyes -• 
and nose and 
mouth, and so in 
and down her 
throat 

better and are sensible 
enough to put on at least 
something of a show. The 
only trouble is that the exer- 
cise seems to be growing 
more 'disinterested with 
every year. The shows now 
seem simply to be those that 
happen to have fallen at this 
moment in the calendar, and 
put on well before or run- 
ning on long after, as though 
to keep the festival at a dis- 
tance. Whatever the particu- 
lar quality, this year, seems 
more low-key than ever. 

The National Gallery of 
Scotland has a small, schol- 
arly study of those two great 
rivals of the Roman 
.Baroque, Bernini and 
Algardi. The Scottish 
National Portrait Gallery, 
too, stays in the 17th century 
with a full account of the 
fascinating, ultimately sad 
life of Elizabeth Stuart, 
Queen of Bohemia, “The 
Winter Queen". The Royal 
Scottish Academy marks the 
centenary of William Gfflies, 
the most influential painter - 
of the Scottish School from 
the 1920s to the '60s. More of 
them another time. And- the 
Scottish Gallery of Modem 


Art has simply picked up a 
touring show, already wwn 
in Chicago, New York ami 
Oxford, erf the recent work of 
the performance artist, con- 
ceptual sculptor and video 
fihn-maker, Mona Hatoum. 

Born in Beirut in 1952, 
Hatoum came to Tendon In 
1975 to continue her studies 
and has remained there ever 
since. She quickly a 

name for herself by her per- 
formance and video work 
through the 1980 b, latterly 
turning more to making 
objects and installations. 
Nominated for the Turner 
Prize in 1995, she showed 
then her '“Corps Stranger”, a 
circular cubicle with a video 
screen upon the floor. The 
actual video proves to be an 
exhaustive, intimate, liter- 
ally intrusive endoscopic 
examination of the entire 
surface of her own body, 
inside and out, orifice by ori- 
fice, to the insistent metro- 
nomic beat of what I take to 
be her pulse. She was onto 
her lace when I looked In, 
moving across her eyes and 
nose and mouth, and so in 
and down her throat - at 
which point I dragged myself 
away. - 

What else is there? A 
stainless-steel hospital cot; a 
steel wheel-chair; a curly- 
backed chair with a triangle 
of pubic hair upon the seat - 
echoes of Man Ray and 
Magritte; some still-life 
photos of Halal meat, and a 
row of dead mice caught in 
traps; waxed paper wrapped 
and rubbed over cheese-grat- 
ers and colanders, and then 
opened out and preciously 
framed. 

There is a room full of 
steel dormitory bunkers - • 
called “Quarters*'; and a 
divan made up of embossed 
steel plate. A bulb rises and 
fells between rows of empty 
wire lockers, casting a con- 
stantly changing shadow out 
onto the walls. A dense car- 
pet proves to be made of 
pins - “ similar to the labori- 
ous process_of .weaving _a 
rug. Tin.' Carpet* involved 
the careful and painful push- 
ing of thousands of - small 
steel pins through a cloth 
base". Does she not have a 
thimble? 

More cages - the lights go 
up and the lights go .down 
within a four-sided frame- 
work filled with cables as an 
amplifier buzzes noisily 
away. It is called “Current 
Disturbance” and. “suggests 
a battery chicken from, or 
perhaps tower Mocks.” 
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Serious-minded , and a *t f i m portant MncommunfeadoP, 1993 by Mona Hatoum 


To be thus self-important 
and serious-minded can. 
clearly take one a long way, 
to say nothing of the weak 
puns and the pious liberal 
correctness of it all. This 
show is immaculately set 
out,- -entirely appropriate to 
by now her International 
reputation. But all we have 
in reality is the strfldng of 
fashionable attitudes. The 
only worry is that so many 
take such emptiness as pro- 
fundity. Her “Plotting Table" 
has a rudimentary map of 
the world made of boles dril- 
led through the table-top and 
lit from below by a green 
glow. It “refers to maps for 


plotting military strategy 
while the fluorescent glow 
suggests radio-activity." Oh 
dear. 

Things are no better over 
at the Frxdtmarfcet, where no 
less scrupulous an installa- 
tion celebrates the video col- 
laborations of Stephanie 
Smith and Edward Stewart 
Here are two young artists 
who seek to persuade us that 
their physical interference 
with each other in front of 
the camera amounts to art 

Tl?ey gag each other, and 
then tease and torment each 
other. They bury, their heads 
in the pillow so that they 
can hardly breath. They 


struggle to write even as 
they struggle to prevent the 
other writing. In an earlier 
piece, mouth to month, one 
passes to the other, totally 
immersed In the bath, the 
breath of Bfe. And we watch 
as they gasp and wince, - 
There is no doubting their 
seriousness, nor their serf-re- 
gard. But even as the sort of 
theatre theirs is, does put- 
ting a gag in the mouth and 
then finding it hard to 
breath, or trying to write 
against the pressure of 
another's hand, taQ us any- 
thing we did not know 
already? “We're really 
exploring a male/female rela- 


tionship . . . exploring what 
that means, what that rela- 
tionship could be, incorpo- 
rating degrees of obsessive, 
even aggressive, extremes 
and transgressions,” So 
that’s it. Is it? Very interest- 
ing. 


Mona Hatoum; Scottish National 
Gaflery of Modem Art, Betfonf 
Road, Edinburgh, until October 
25; sponsored by BMW Hnao- 
UW Services Group, supported 
by the Herey Moore Foundation. 
SmHh/Stmrart - Hooded. Bared: 
Die Fruttmarket Gallery, 45 
Market Street Edinburgh, ontfl 
September 15; sponsored by 
Beck's. 


How to survive in the postwar era 


THEATRE 


ALASTAIR MACAULAY 

Oft What A Lovely War 

Roundhouse, London NW3 




When it was new in the 
1980s, Joan Llttlewood’s Oh 
What A Lovely War stamped 
the minds of more genera- 
tions than one. Little wood's 
re vu E-style treatment of the 
first world war exposed a 


whole wad of shibboleths: 
the old British sentimental- 
ity about warfare and patri- 
otism (as if the two were 
indivisible), the sober absur- 
dities of militarism, end the 
ludicrous prowar propa- 
ganda put out at the level of 
popular entertainment. 1 
well recall the impact simply 
of hearing about this show 
during my 1960s childhood. 

But this show now needs a 
very acute sense of style if it 


is to succeed in the post- 
1960s era. Much of its mate- 
rial is of music-hall level, 
and music-hall hag become a 
dead Conn in the 1990s as it 
was not quite in the 1960s. 

The National Theatre pro- 
duction, directed by Fiona 
Xaird, has been touring since 
March. I beard good things 
of it when it was new; now 
that it has reached the 
beloved Roundhouse, . how- 
ever, it is only: good in parts. 


During the other parts, the 
show's irony now grows 
laborious, monotonous. Only 
the most obvious points are 
made, and the basic mean- 
ings of the show keep ham- 
mering away with too little 
variety. The cast of 11 men 
and four women have enthu- 
siasm, charm, and skill. But 
nuance - on which music 
hall thrived - is in short 
supply. 

The most superb passage 


occurs at the end of the first 
half. We see the famous and 
stiD affecting Christmas day 
when German and British 
soldiers first exchange 
songs, then food and drink - 
and next, suddenly, we are 
back in the music hall , being 
sent oil with that adorably 
cheerfbl stiff-upper-bp song 
“Goodbye-ee (wipe a tear 
from your eye-ee)"., The jux- 
taposition of real-life real- 
war sentiment and back- 
home manufactured march- 
ing- to- war sentimentality 
still strikes home. And bow. 

It is wonderful to be back 


in the Roundhouse. This was 
my first visit since the thea- 
tre was closed in the early 
1980s, and in the interval I 
wandered around, remem- 
bering how many different 
t hi n g * this unique space hag 
been made to be mid how 
many brilliant performances 
1 saw there. Vanessa Red- 
grave's Lady from the Sea, 
Helen Mirren's Duchess of 
Malfi, Bob Hoskins' Bosnia, 
Ballet Rambert. London Con- 
temporary Dance Theatre . . . 
Great ghosts, these. May 
every assistance be given to 
the Roundhouse Trust 


A romp with the 
Rose of Rangoon 


MUSICAL 

W^TW^CROFT 

S«g of Singapore 
Unerva IMn, Cbktiester 


The staid Chichester 
Festival could well have a 
lively and louche musical hit 
on its hands. After Restating 
in the US for some years. 
Song of Singapore has found 
an unexpected home at Chi- 
chester's Minerva studio 
theatre, which has been 
transformed for the occasion 
into a seedy, dockside joint - 
all bead curtains and Chi- 
nese lanterns - on the 
wrong side of Singapore's 
tracks. 

Freddy S. Lyme and his 
band of low-life Jazzcrs are 
entertaining the sitting colo- 
nial duds as the sun sets on 
Empire - for this is Decem- 
ber 1941 and the Japanese 
are furiously pedalling down 
the Malaysian peninsula to 
change history. Not that this 
worries the band, or the plot, 
which is a delightful mish- 
mash of farce and jam ses- 
sion. 

Holy jewels have been sto- 
len from a Hindu temple: arc 
they hidden in a fish? is it 
the same fish that has been 
deposited in Lyme's piano. 
Does it matter? Well. yes. 
for what gives Song of Singa- 
pore its potential is that 
the story line, for all 
its daftness, drives the 
action. 

This is not some concert 
masquerading as a drama. 
This is a frill blooded, no 
corners cut, money-back-if- 
you-are-not-satisified. enter- 
tainment. Whoever wrote 
the script deserves os much 
credit as the composer of 
the bouncy tunes, and direc- 
tor Roger Redfarn for orches- 
trating such a delightful 
romp. 

There is a star to steal the 
show: Issy van Randwyck. 
who is the Rose of Rangoon, 
the night club singer, the 
blonde with amnesia, who 
has a vacuum for a memory. 
Randwyck may have few 
expressions beyond the pout 
and the grin but they are 
both adorable; she sings 
pluckily; and seems to be as 
thrilled with it all as the 
audience she so enthusiasti- 
cally embraces. 

When the band needs a 


pilot to fly them to silctv. 
what more natural than tin- 
discovery that Rose is really 
the lost American air ace 
Amelia Earhart; what more 
inevitable Hurt they sliuulil 
set off for Hawaii, lor iVafl 
Harbour. 

Song of Singapore always 
manages to find that further 
twist which enables it to 
step out of the main.strr.ini 
mass uf small-scale musical-; 
to an almost postmortem 

knowingness. a km iwinyim-w 

that is more charming than 
pretentious. This is ospi* 
cially true »f the songs, 
which have the fingerprints 
of droll musicians all «v»*r 
them. “I miss my home 111 
Haarlem iivhrif the tillipN 
bloom" s is typical, while 
"Never Pay Musicians What 
They An* Worth" could be 

The theatre has 
been transformed 
into a seedy 
dockside joint on 
the wrong side of 
Singapore’s 
tracks 

the anthem of agents every- 
where. 

Then comes "Foolish 
Geese", in the Chinese style, 
which is as beautiful as sun- 
rise over the YuiiRtre; atul 
"Harbour uf Love". .1 111111 - 
sense song about llie love 
life of fish which neatly cap- 
tures the inanity of the 
1930s. Indeed one of the 
achievements of the shmv is 
that the American compos- 
ers (Allan Katz. Eric Fraud- 
sen, Michael Garin, Robert 
Hipkens and Paula Lock 
hart) manage to re-create a 
genuinely English-colonial 
atmosphere. 

Apart from lssy. El jo 
Pace as Lyme; David Slum- 
Parker as a corrupt police 
inspector and any number of 
Hindus; and Beatrice Grace 
as Chah Li. the Chinese 
future, seize their chances. 
But this is basically a feel- 
good evening which has 
helped to convince Chiches- 
ter that it can still shake a 
leg - or rather conga all 
over the theatre. 



Her enthusiasm steals the show: t&ay van Randwyck 
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INTERNATIONAL 

Arts 

Guide 

AMSTERDAM 

EXHIBITION 

Rjjksrouseum 
TeJ: 37-20-673 2121 

The Secret Unlocked: Gentian 

Furniture Opened. Nine pieces 

dating from the end of the 16 th 
to the end of the 18th century, . 
chosen from the museum’s 
collection of cabinets.' Includes 
four pieces by the the 
cabinet-makers Abraham and 
David Roentgen; to Aug 30 


CHICAGO 

EXHIBITION 

Art Institute Of Chicago 

Tel: 7-312-443 3600 
tvmv.artfc.ecft/ 

Songs on Stone; James McNeill 
Whistler and toe Art of 
Lithography. Around 200 works 
by the American expatriate, 
including drawings, etchings and 
paintings; to Aug 30 


COPENHAGEN 

EXHIBITION 

Louisiana Museum of Modem- 
Art, Humfebaek 


Tel: 45-4919 .0719 
www.louisiana.dk 
Louisiana at 40: The Collection 
Today. Anniversary exhibition of 
toe permanent collection, 
designed to showcase 40 years 
of work. Highlights include wort® 
by Giacometti; to Aug 30 


EDINBURGH 

DANCE 

. Edinburgh International Festival 
ret 44-131-473 2000 

■ www.go&fintturgh.coMk 

Dutch National Ballet: Metaphors, 
Trob Grwssaennes, Three Pieces 
for Het and 5 Tangos - by Hans 
van Maneru With the Royal 
Scottish National Orchestra • 
conducted by Paul Connelly; 
Etfinburgh Playhouse; Aug 25, 26 

OPERA 

EdHnburghlntematx>naJ Festival 
Tel: 44-131-473 2000 
. www.go-edhburgilco.uk 
: Don Cartos: by Verdi. The Royal 
Opera In Luc Bond/s 
production, with sets by Gffles - 
Aiiiaud and costumes by Models 
BfckeL The conductor is Bernard 
Haitink and the cast Includes 
Karita Maffla and Thomas 
Hampson; Edinburgh Festival 
Theatre; Aug 25, 28 

THEATRE 

Edinburgh international Festivd 
Tel: 44~131r473 2000 
YWW.go-edinbLirgh.co.uk 

• Die Ahnlichen: by Botho 
Strauss. British premiere directed 
by Peter Stein, performed by the . 
Theater' in dar Josefctadt, Vienna; 
Klng'-s .Theatre; Aug 25, 26 . 

• Life is a Dream: by Calderorr,. 


in a translation by John Clifford. 
Royal Lyceum Theatre Company 
production directed and 
designed by Calixto Btetto; Royal 
Lyceum Theatre; Aug 25, 26, 27, 
Aug 28. 29 


GLASGOW 

EXHIBITION 

Art GaUery and Museum, 
Kefvingrove 
Tet 44-141-267 2000 
Scrolls from the Dead Sea: 
efiscovered in caves above the 
Dead Sea between 1947 and 
1956, these manuscripts have 
been toe subject of intense, 
controversy ever since: Here they 
will be shown alongside objects 
including toe jars in which they 
were found, to Aug 30 


GLYNDEROURNE 

OPERA 

Glyndeboume Festival Opera 

Tet 44-1273-815 000 

• Capriccio: by R. Strauss. 
Revfvai conducted by Andrew 
Davis and directed by John Cox. 
The Countess is sung by Felicity 
Lott. With the London 
Philharmonic Orchestra; Aug 25 

• Le Comte Ory: by Rossini 
Revival conducted by Yves Abel 
and directed by J6n3me Savary. 
with the London Philharmonic 
Orchestra; Aug 26, 28 • 


KRAKOW 

EXHIBITION 
Pfac Saczep ans kl 

Tet 48-12-422 6616 

Ecoie de Parte - Jewish Painters 

from Poland: pictures from 


Wojdech Fibak's collection, 
produced by painters working in 
Paris in the first half of this 
century; to Aug 30 


LONDON 

CONCERTS 

BBC Proms, Royal Albert Hafl 
Tet 44-171-689 8212 
BBC Symphony Orchestra: 
conducted by Jin BStoh&vek in 
toe world premiere of the test 
work completed by Bertoold 
Goldschmidt Programme also 
includes works by Martinu, 
Mendelssohn and Debussy. With 
violin soloist Frank Peter 
Zimmerman and soprano 

Rosemary Hardy: Aug 26 


LUCERNE 

CONCERTS 

International Festival of Music 
Td: 41-41-226 4400 
wwwlvcemeMushxchf 
St Petersburg Philharmonic 
Orchestra: conducted by Yuri 
Temlrkanov in wort® by 
Rfmsky-Korsakov, Prokofiev, 
Stravinsky and Ravel. With violin 
soloist Dimttrl Sitkovateky: 

Aug 28 


NEW YORK 

EXHIBITION 

Pfarpont Morgan Library 
Tet 1-212-685 0QO8 
aJta. Lewis Carrol: display of 
memorabilia marking the 
centenary of the death of Charles 
L. Dodgson (1832-1 80S), 
mathematician, photographer, 
and author of Alice In 


Wonderland; to Aug 30 


PARIS 

EXHIBITION 
Jeu de Patmie 

Tel: 33-1-4703 1250 
In defiance of painting: Me ne 
peins pas, ie doue mes 
tableaux', wrote Kurt Schwitters. 
This century has seen many 
artists forsake their brushes in 
favour of a variety of other 
Implements. Bunt, Fontana and 
Arman are some of the artists 
represented in this exhibition; to 
Aug 30 


SALZBURG 

OPERA 

Salzburg Festival 
Tel: 43-662-844501 
Aufstieg und Fait der Stadt 
Mahagonny: by WeJIL Conducted 
by Dennis Russell Davies in a 
staging by Peter Zadek. Cast 
includes Dame Gwynneth Jones 
and Wilbur Pauley. With the 
Vienna Radio Symphony 
Orchestra; Grosses 
Festspielhaus; Aug 25 

THEATRE 
Salzburg Festival 
Tet 43-682-844501 
Geometry of Miracles; by Robert 
Lepage. Performance based on 
the rife and work of the architect 
Frank Uoyd Wright 
Coproduction with Ex Machine, 
Quebec, and EXP0 1998 Lisbon; 
Pemer Inset; Aug 25, 2B, 29 


SANTA FE 

OPERA 


Santa Fe Opera 
Td: 7-505-986 5900 
www.santafeopefa.org 
The Magic Flute: by Mozart. New 
production by Jonathan MHIer, 
with sets by Roni Toren and 
costumes by Judy Levin. Cast 
includes Sheri GreenawaJd; 

Aug 26, 28 


SCHLESWIG- 

HOLSTEIN 

CONCERTS 

Schleswig-Holstein Music 
Festival 

Td: 43-431-567 080 
Matthias Goeme: recital by toe 
baritone or works by Schubert, 
accompanied by Alfred Brendel; 
Kiel, Schbss; Aug 25 


SEATTLE 

OPERA 
Seattle Opera 
Tel: 1-206-383 7676 
www.seattieppera.org 
Tristan und Isolde: by Wagner. 
New production by Francesca 
Zambeflo, conducted by Arm in 
Jordan. The title roles are sung 
by Jane Eagien and Ben 
Heppner (replaced by Gary Lakes 
on Aug 25 & 28); Aug 25, 

Aug 28 


TOKYO 

CONCERT 

Stmtory Hall 

Tat 67-3-3564 3939 

• Tokyo Philharmonic 

Orchestra: conducted by Kazushi 

Ono in the Japanese premiere of 

Henze's Symphony No. 9; 


Aug 26 

• Yomiuri Nippon Symphony 
Orchestra: conducted by Yukinori 
Tezuka in works by Mendelssohn 
and Dvorak; Aug 25 


VERONA 

OPERA 

Arena dl Verona 
Td: 39-045-800 5757 
www.3rena.it 

Un BaHo in Maschera: by Verdi. 
New production by Gruliano 
Montaldo with sets by Luciano 
Ricceri. Conducted by Daniel 
Oren (Angelo Campon on Aug 
26); Aug 26,29' 


■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday. GMT: 

ML30: Moneyline with Lou Dobbs 
13.30: Business Asia 
19.30: World Business Today 
22.00s World Business Today 
Update 

• Business/Market Reports: 
05:07; 06:07; 07:07; 08:20; 09:20; 
1020: 11:20; 11:32; 1220; 13:20: 
14:20. 

At 08:20 Tanya Beckett of FTTV 
reports rive from UFFE as the 
London market opens. 
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(Europe comes into range 

The west must recognise the threat posed by the rapid proliferation of ballistic missiles 


ill 


LETTERS TO THE EDITOR 


T he threat posed by 
ballistic missiles 
and weapons of 
mass destruction Is 
broader, and evolving more 
rapidly, than has been 
reported. Moreover, there 
may be little or no warning 
of the emergence of a missile 
threat to Europe and North 
America. 

These conclusions have 

emerged from a study of 
Intelligence information 
undertaken at the request of 
the US Congress. The study, 
perhaps the most compre- 
hensive recent review of 
worldwide missile develop- 
ments. reveals the rapid 
Change in the international 
security environment since 
the end of the cold war. The 
technologies of proliferation 
arc more accessible while 
the inhibitions to acquiring 
them are rapidly receding. 

This deterioration in the 
post -co Id war security envi- 
ronment is the result of four 
related developments: 

• Technological and manu- 
facturing knowhow for 
weapons of mass destruction 
has become widely dis- 
persed. An environmental 
activist group publishes 
detailed information on 
nuclear weapon design and 
manufacturing on Its inter- 
net website. Chemical and 
biological weapon informa- 
tion is equally accessible. 
The absence of dear techni- 
cal distinctions between bal- 
listic missiles and space- 
launch vehicles has helped 
undermine international 
efforts to contain the spread 
of knowledge. So has the 
abandonment of cold war-era 
export controls over “dual- 
use" technology. 

• China. Russia and other 
nations have transferred 
enabling technologies for 
weapons of mass destruction 
to several countries. The 
decision to do so appears to 
be based an their strategic 
and economic interests, 
rather than on non- 
proliferation. to which they 
nominally subscribe. Rus- 
sia's transfer of nuclear and 
missile-related technologies 
to China is facilitating rap- 
idly accelerating strategic 
modernisation, and has 
enhanced China's role as a 
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prollfcratar. Russia's help to 
Iron's long-range missile pro- 
grammes has been crucial to 
Us success. Russia helped 
Iran "reverse engineer" 
North Korean's No Dong 
missile, making possible 
Iran's successful launch In 
July of the renamed missile, 
the Shnhab 3. China's aid to 
Pakistan’s nuclear pro- 
gramme. its transfer of a 
turnkey medium-range mis- 
sile system (the CSS-2) to 
Saudi Arabia, and the trans- 
fer of a complete mobile bal- 
listic missile manufacturing 
system to Pakistan Illustrate 
the poitiL 

• Proliferation has reached 
the stage where it Is self- 
sustaining among second- 
tier recipients. A sinister 
commerce has developed 
between North Korea. Pakis- 
tan. Iran, and others tn 
proliferation-related technol- 
ogies and hardware. The 
extensive and costly manu- 
facturing infrastructure that 
these nations have put In 
place may allow further pro- 
liferation In countries such 
as Libya and Syria. It is 
unlikely that this infrastruc- 
ture can be sustained solely 
by national requirements, so 
the need to develop export 
markets is inevitable. 

• The incentives to produce 
weapons of mass destruction 
ore strong. Nations seeking 
them are usually responding 


to local or regional disputes. 
But the capabilities of the 
long-range missiles they are 
developing far exceed the 
requirements of local or 
regional conflicts. Such 
long-range systems reflect a 
desire to deter intervention 
by states outside their 
region. Ballistic missiles and 
weapons of mass destruction 
also provide a source cT hard 
currency earnings, and dip- 
lomatic influence outside 
their immediate region. 

Meanwhile, the disincen- 
tives to producing ballistic 
missiles are weak. Although 
many nations seeking weap- 
ons of mass destruction have 
tactical aircraft to serve as 
delivery systems, ballistic 
missiles are the delivery sys- 
tem of choice. The reasons 
are clear. The cost of devel- 
oping and operating 
long-range aircraft is prohib- 
itive and the infrastructure 
needed to support long-range 
cruise missiles Is sophisti- 
cated and coptly. But ballis- 
tic missiles have at tract iv e 
military characteristics. 
There are relatively few 
defences deployed against 
them, and operating costs 
and training requirements 
are low. 

Thoroughly proven tech- 
nology based on the second 
world war German V-2 and 
Soviet-era Scud system is 
ubiquitous, as is foreign 
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Sanctions also Russian rouble idea is not an 
hit health of example of a currency board ! 
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assistance to develop and 
produce ballistic missiles. 
Moreover, Scud technology 
can be the building block for 
ballistic missile systems 
from short range (up to 
SOQkm) to Intercontinental 
range (more than 5 ,500km). 

Put these four develop- 
ments together with the 
trend towards building mis- 
siles in underground facili- 
ties, where they are out of 
sight and it is dear that the 
warning time [or the deploy- 
ment of ballistic missiles is 

ghrlwlring fast. 

There is even less time if 
unorthodox launch modes 
are employed, permitting the 
use of shorter range ballistic 
missiles - for example. 
India's move towards 
launching ballistic witqiii* 
from surface ships. 

Both the -US and Europe 
are vulnerable to such devel- 
opments. But Europe is 
threatened more immedi- 
ately. Current developments 
will enable proliferators in 
the Middle East and Asia to 
place all of Europe within 
range of ballistic missiles 
within five years. Yet the 
continent is giving little 
thought to how it can cope 
with this intensifying threat , 

The author was a member of 
the Commission to Assess the 
Ballistic dftsszZe Threat to the 
United States 


From Mr Gabriel Carlyle.- 

Sir, While hi g hli ghting the 
role that eight years of 
United Nations sanctions 
have played In the destruc- 
tion of Iraq's education sys- 
tem (“Sanctions lesson tells 
on riiiiflr pw of fexiHaTn Ctty”, 
August. 19), the devastating 
effect ' that the same 
sanctions have bad on the 
health and well-being of the 
population - particularly 
children - was - left 

linmmtinnffri- 

Unicef says that, prior to 
the imposition of sanctions 
in August 1990, obesity was 
the mam problem for Iraqi 

Inftmfa ' 

Today 27 per cent of Iraqi 
I'hiiitwn under the age of 
five are chronically malnour- 
ished and infant mortality 
bas increased more than 
fivefold. 

Philippe Heffinck, the Bel- 
gian head of Unlcef in Iraq, 
has stated that “Whether or 
not it Is 45.000 or 65,000° 
additional Iraqi children 
dying every year “the 
fact is that the number 
has increased substantially ”. 

In a recent interview, Den- 
nis HaHiday, tbe UN human- 
itarian ccKRdinator for Iraq, 
expressed the opinion that 
the embargo “discriminates 
in a bwim against the weak 
and the poor and the lower 
echelons on tbe economic 
scale in a way that I 
find unacceptable and con- 
trary to the basic human; 
rights provisions of 
individuals throughout the 
world, which we in. the UN 

are so wedded to 

“I find [It] almost an incom- 
patibility. being a UN 
official and overseeing a 
mnefinna programme of this 
type." 

Gabriel Carlyle, 
junior research fellow, 
Magdalen College, 

Oxford ' 

0X14AU.UK ' i 


From Mr Terry Arthur. 

Sr, Mark' Evans (Letters, 
August 20} has a novel view 
of a currency board- The 
Russian rouble is emphati- 
cally not an example 
(although several other for- 
mer USSR states do have 
currency board -systems). A 
currency board system pro- 
vides an unalterable link 
with tbeanchmeurrency via 
tine simple method of 100 per 
cent reserve hadting; there 
is no rolei far audit creation, 
interest-rate setting, or any 
other monetary policy. 

What Mr Evans , is rightly 

criticising is a central bank 
that not cmly holds a memop- 

The real cost 
of ‘duty free’ 

From Mr Paul Jones. 

Sir. In all the waffle sur- 
rounding duty-free sales* no 
one has mentioned the 
obscene profits gained by the 
terry companies. Whisky, fin* 
MTBinpiA, duty free out of 
band, costs from as httie as 
n a bottle. To describe £8 a 
bottle as a duty-free price is 
ludicrous. It certainly is not 
profit-free. 

Until the competition from 
the Gfarnnei tunnel arrived, 
no effort was made to 
improve the service or prices 
for the sea crossing. Why 
should we pay outrageous 
; prices under the subterfuge 
of “duty-free sales”. 

I have the largest selection 
of French wines worldwide 
in France and welcome the' 
cessation of duty free; when 
we shall, along with other 
companies, be able . to 
Increase employment wium 
we work on a level playing 
field. • 

Paul Janes, 
managing director, 

Le Chai Ardresien, 

Ardres, 

France ' 


Oly over note-issue, but ateo 
can create (or destroy) c redit 
at will, and which sets inter- 
est rates which Are often 
ridiculously low - or ruin- 
ously high. 

Some Eurosceptics, 
although not all, believe 
that given the fundamental 
flaws: of central banks and 
nationalised currencies 
(flaws amply supported by 
history), a single huge cen- 
tral hwifc is far worse than 
several smaller ones, which 
at least t iffipr a modicum of 
ifoninA mri co mpetiti on! 

Far Europe, a variation on 
this would be - yes - 
national 1 currency boards. 


anchored' to a single well- 
behaved nationalised cur- 
rency - if /such a thing 


However, the likelihood of 
a nationalised currency 
behaving well over a long 
period of time is tiny,- and 
era! if the will is there, the 
relevant information is not. 
This is why all these alterna- 
tives are Inferior to genuine 

free-market hanking . 

Terry Arthur, 

Institutional Investment 
Strategy, 

23 St Mary's Street, 

Stamford, 

r .innt PE9 ZDG, UK 


Japanese way may well be 
right for rescuing LTCB 


From Mr David M. Benda, 

Sir. A few months ago it 
was ■ permanent tax cuts, 
advocated by you and the 
majority of western eco- 
nomic pundits, as absolutely 
vital to revive the flagging 
Japanese economy. The new 
Obuchi government duly 
delivered the permanency 
but the effect was just the 
opposite. The stock market 
was unimpressed and the 
Japanese consumer 
continues to avoid the 
rihmp g 

Now it seems that you and 
most of the analysts have 
discovered another flavour 
in long running 
dishy, “save Japan” cam- 
paign. It Is the old idea that 
Japan will fail, as you put it, 
“the fitrnus test” if it uses 
public money to save the 
Long Term Credit Bank of 
Japan instead of letting it go 
bankrupt (“LTCB fridge”, 
August 19; “Japanese bank 
rescue may use public 
funds”, August ZVf 

If the LTCB is to go under 
for its exposure to bad debt 
then many other Japanese 
banks, if not most of them, 
should be closed down as 


well because their balance 
sheets are equally poor. Poor 
not only by the internation- 
ally agreed criteria but by 
the perception of the ordi- 
nary Japanese people. If not 
public money what else can 
save the banks from their 
disas trous lending in the late 
1980s? However unpalatable 
it may be, the ultimate pain 
win be borne by tbe Japa- 
nese consumer. 

ft is probable that the Obu- 
chi government rightly con- 
cluded that the cost of com- 
pensating the savers of the 
fail e d banks together with 
the incalculable but hugely 
negative knock-on effect on 
confidence is higher than 
the amount of used public 
funds. 

The' market seems to have 
given it a stamp of approval, 
which suggests that if the 
Japanese do things their 
own way rather than listen- 
ing to western advice the 
results are not that bad. 

David M. Benda, 
consultant 
The Mattings, 

Stanstead. 

Suffolk. UK 
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Unsettled business 

The settlement between Swiss banks and holocaust survivors was far from the end of 
the Nazi gold affair. John Authers, Graham Bowiey and William Hall report 


I t is less than two years 
since the British for- 
eign office issued its 
first 16-page report on 
“Nazi Gold". The fall-out 
from this report, which gave 
the first official hint that 
Switzerland might still be 
sitting an 90 per cent or the 
gold it bought from the 
Nazis during the second 
world war, would have sur- 
prised even foe most imagi- 
native observer. 

Although the foreign office 
later admitted that it might 
have overstated the amount 
of gold left in Switzerland 
because it confhsed Swiss 
francs with US dollars, the 
report unleashed a wave of . 
Interest In matters that had 
until then been the domain 
of thriller writers. Yester- 
day's 000-page report by the 
FCO, a compilation of contri- 
butions to last December’s 
London conference an Nazi 
Gold, is a reminder of how 
much ftiA story has changed 
since September 1996, when 
it seemed purely a Swiss affair. 
Indeed, it reveals bow much 
matters have moved on since 
earlier this month, when 
Swiss banks agreed to hand 
over fl^Sbn to settle all 
legal claims against them- 
selves. the Swiss govern- 
ment and the Swiss central 
bank. 

Anyone who thought this 
marked the end of the cam- 
paign by Jewish organisa- 
tions for restitution has bad 
a rode awakening. Far from 
dying down, the number of 
European banks, insurance 
companies and industrial 
companies that are under 
pressure to make similar set- 
tlements is snowballing. 

According to Edward ‘ 
Fagan, tbe New York attor- 
ney who first sued the Swiss 
banks: “We all did a disser- 
vice to survivors when we 
allowed the public percep- 
tion to be focused towards 
just looking at the Swiss 
banks as tbe Nazi banks. 
They weren’t the only ones, 
and the origin was -back in 
Germany," 

NOw that the lawyers can 
show survivors that they 
have produced some money, 
from the Swiss banks, they 
are free to drive much 
harder bargains with other 
companies. According to Mr 
Fagan, many of his clients 
want “another Nuremberg”, 
preferably with a German 
hank or industrial company. 



Just Hw beginning? Senator Alfonso D’ Amato c* 
Holo ca aat mnrtvor after a dafcw against GanaraS is 


It h«e been diner for same 
months that the various 
groups campaigning over 
Holocaust assets in the US 
intended to broaden the 
campaign. In June, the US 
State department published 
a report showing that sev- 
eral other neutral nations 
were deeply involved in sup- 
porting the Nazi war effbrt. 

Mettryn Weiss, one of the 
lawyers who sued the Swiss 
banks, thta year haa sued 
Ford Motor and a Goman 
subsidiary over their use of 
slave labour during the war. 
He has made dear that simi- 
lar lawsuits will follow. Last 
Friday. US lawyers filed a 
law suit against Degussa 
alleging that the German 
conglomerate manufactured 
gas used in concentr a tion 
camps and processed gold 
taken from Holocaust vic- 
tims. 

The Degussa suit means 
that other German compa- 
nies are now; bracing them- 
selves fix: legal action over 
their wartime role. There is 
a growing public expectation 
in Germany that several 
industrial giants such as Sie- 
mens and Daimler-Benz 
could face demands for com- 
pensation by slave labour- 
ers, or Ztoangsarbeiter, who 
woe forced to work in their 
factories during the Nazi 
period. Historians estimate 
that around 700,000 of the 
nearly 8m people forced , to 
work in German factories 
are- still alive. “Nobody 
knows where this is going 
now. It coold.be expensive," 
said one company. 


Looted artwork has also 
proved an issue, with two 
paintings by Egon Schiele, 
the Austrian painter, 
impounded in the vaults of 
New York’s Museum of Mod- 
em Art while Manhattan’s 
district attorney sifts 
through claims from local 
residents that they were sto- 
len. Edgar Br onfman, presi- 
dent of tbe World Jewish 
Congress, has rfaimnrf that 
the value of the works of art 
stolen throughout Europe 
exceeded the total of all art 
fn the US in 1945. 

But the issue of Holocaust 
victims' unpaid insurance 
p olicie s has emerged as the 
immediate piece of unsettled 
business. Already, an 
attempt to reach an agree- 
ment through a consensual 
commission seems to be run- 
ning into conflict- with law- 
yers pursuing redress in the 
courts - the same dynamic 
that occurred with the Swiss 
banks. The World Jewish 
Congress had agreed with 
the US National Association 
of Insurance Commissioners, 
who regulate insurance tn 
each state, to set up a 13- 
person international com- 
mission to Settle all daimn 
within two years. 

Zurich, the first insurer to 
sign up to this agreement, 
even, set up its own . Volcker- 
style commission, and 
appointed a New York rabbi 
to serve on it But 16 Euro- 
pean insurers are being sued 
in New York independently 
of that Last week, Generali, 
Italy’s largest insurer and 
possibly the Insurance 


company that sold the most 
policies to Holocaust victims 
in eastern Europe, decided to 
settle. 

It is paying $l00m and 
undo: the terms of the settle- 
ment, Generali will provide 
documents which the law- 
yers claim will help force 
other insurers into large set- 
tlements. 

Several insurance commis- 
sioners reacted angrily to 
that deal, suggesting it did 
not provide enough. Deborah 
Sam, foe insurance commis- 
sioner for Washington state, 
said Generali's liability 
might even reach Jlbn. 
Many insurance commission- 
ers face re-election cam- 
paigns in November, and 
have a strong incentive to 
make an aggressive stance. 

Germany's industrial com- 
panies are also bracing 
themselves for more 
demand s. VW lent its weight 
to demands for a govern- 
ment-backed national fund 
when in July it said it would 
independently establish its 
own fund to compensate 
slave labourers, although it 
has not detailed how large 
this fond would be. 

But the German govern- 
ment is resisting even this 
idea. Bonn believes it is 
doing enough to compensate 
victims of the Nazi regime. 
Since 1953. it has paid 
around DMlZGbn <$70bn) to 
Nazi victims, although 
of this was directly for slave, 
labour. More recently, it hnn 
paid DMlJJbn into trust 
fluids set up in eastern 
Effi'ope, in Moscow, miwA, 
FJev and Warsaw for Nazi 
victi ms, including those 
forced Co work for German 
industry, ft has said German 
companies could pay into 
these. 

This policy might change 
if Gerhard Schrtder. the 
Social Democrat who is also 
a member of VWs supervl- 
sory board, wins next 
month's general election. He 
sopports the idea of a gov- 
enunent-backed fund to com- 
pensate former slave labour- 
ers. He is supported by other 
politicians. 

As Gert Welsskirchen, 
KPp member of parliament 
ami m ember of its foreign 
affairs committee, puts It "It 
would be unacceptable that 
when Germany is 50 years 
old next year this discussion 
carries on and surviving vic- 
tims are left out” 
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Russia’s lengthening shadows 

John Thornhill argues that Boris Yeltsin’s attempt to establish Victor Chernomyrdin as his 
sucessor will remain at the mercy of economic forces that neither can control 
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Opinion polls tell os that more 
than two-thirds of German vot- 
ers think that after 16 years 
Helmut Kohl has been chancel- 
lor for long enough. Yet they 
also want change to be neither 
too unpredictable nor too radi- 
cal Gerhard Schroder, Mr 
Kohl's challenger from the 
Social Democratic party (SPD), 
is trying to exploit the mood tor 
change, while still keeping his 
options open. Partly because of 
the doubts this creates, the out- 
come remains less clear than 
opinion polls suggest, with only 
five weeks to go before polling. 

Germany has changed in 
recent yeans. East Ger mans do 

not naturally divide between 
traditional Christian Democrats 
and Social Democrats, for exam- 
ple. Battered by the transition 
from communism to capitalism, 
and with one in five stiD out of 
work, former communists and 
far-right hinge parties may pick 
up votes. The rest of the coun- 
try is also less predictable. Mr 
Kohl has long stolen SPD cloth- 
ing to hold the middle ground. 
Now the telegenic and younger 
Mr Schroder is trying to return 
the compliment 

The key to the SPD campaign 
is its c ommi tment to cut unem- 
ployment But its Alliance for 
Jobs, intended to forge a 
common job-creation policy 
between government business 
and trade unions, is still vague. 

When he unveiled a pro- 
gramme for his first 100 days in 
government last week. Mr 
Schroder was clearer about 
what he would undo than what 


be would do. In particular, he 
said he would scrap Mr Kohl's 

recent pension reforms, along 

with his modest efforts to pro- 
mote labour market flexibility. 
The SPD would also increase 
child allowances and reduce the 
tax rate to 15 per cent for low 
earners, in a bid to boost 
demand and create jobs.- " 

The business community was 
unimpressed. " Germany needs 
greater labour market flexibil- 
ity and pension reform:. Mr 
Kohl's modest measures were at 
last a step in the right direc- 
tion. Now Mr ScfarOder threat- 
ens to go backwards. Yet on 
other occasions he preacbes 
flexibility, through Jost Stoll- 
mann, his non-party economics 
adviser. His is a confused and 
confusing message. 

With Mr Kohl too long in 
office and Mr ScfarOder so slip- 
pery. the man emerging as most 
popular is neither of the above. 
Rather, it is Wolfgang Scbauble, 
the CDU parliamentary leader 
and Mr Kohl’s heir apparent 
This indicates that voters 
want a change of free more 
than of policy- It also presents 
Mr ScfarOder with 'a dilemma. Xf 
he can emerge as chancellor 
after September 27, he would be 
the first challenger to defeat an 
incumbent since the war. But 
be may have to form a grand 
coalition with the CDU - possi- 
bly with Mr ScMuhle. For this 
reason, but also because of Ger- 
many’s needs, he- should pro- 
pose viable policies for future 
government rather than focns 
on reforms be wants to reverse. 
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Btitish and US agreement that 
the trial of the two Libyans sus- 
pected of bombing PanAm flight 
103, which exploded over Locker- 
bie, Scotland in 1968. can be held 
on “neutral" territory in the 
Netherlands is welcome news. 
Nearly 10 years after the jtrc»ty. . 
and seven years after wmrants 
were issued for the two Libyans’ 
arrest following the biggest aim-' 
inal investigation in UK history, 
it may end a stalemate. 

If Libya hands over the two 
suspects, they will be tried by 
Scottish jadges under Scottish 
law; if convicted they will go to 
jail in Scotland. The neutral 
venue meets Libya’s central 
claim ~ that the two men could 
not expect a fair trial in Scotland 
(or the US}, and that it would be 
impossible to select an Unbiased 
jury. No less important, the fam- 
ily and friends of the 270 Locker- 
bie victims will at last roe a full 
airing of what happened, with 
the prospect of those responsible 
being brought to justice. 

The proposal will be made for- 
mally through the United 
Nations after the Security Coun- 
cil has endorsed it The UK and 
US have made clear it is not sub- 
ject to further negotiation. 

London and Washington are 


right to go this unusual route. 
After representations from 
Egypt, the Arab League and the 
Organisation for African Unity, 
they have been mulling Muam- 
mer Gadaffi's demand fur a 
“third country" frlal venue for 
.nfoft. months. Now this has hem 
met, The mercurial Libyan leader 
has no excuse not to hand the 
suspects over. Additionally.. 
Libya now has the chance to 
emerge from six years of debOi- 
tating UN sanctions. These would 
be reconsidered by the UN the 
moment Libya surrenders the 
suspects; alternatively, if Col 
Gadaffl refuses he could face 
something nearer the embargo 
that Iraq endures. , 

Tripoli has hem more mallea- 
ble of .late, recently agreeing with 
France that six Libyans accused 
of the contemporaneous bombing 
of a French airliner can now be 
tried in absentia, and providing 
details to the UK of material it 
supplied to the Provisional IRA- 
After last week’s US missile 
attacks on Afghanistan and 
Sudan, this is not the most propi- 
tious moment for Mr Gadaffi’s 
neighbours to urge his compli- 
ance. But they should. What is 
being proposed; after all, is due 
legal process, not air strikes.. 


Latin contagion 


be real significance of 
Boris . Yeltsin's re- 
appointment or victor 
Chernomyrdin as prime 
minister is that Russia has now 
started its transition towards the 
post- Yeltsin period. Use hope, it 
seens, is that the president will 
gradually hand over the reins of 
power; that the prime minister 
wSQ take more and more respon- 
ribilityand that sooner or later. 
Mr Chernomyrdin' will succeed 
Mr Yeltsin as president voters 
willing. 

ft all has precious Utile to do 
with the devaluation of the rou- 
ble, with Russia’s default on its 
foreign debt ' or any proposed 
change pf policy to save the econ- 
omy- And. that is the problem. Mr 
Chernomyrdin may be over-, 
shadowing Mr Yeltsin. But the 
gathering financial crisis is over- 
shadowing them both. Whether 
i their emerging political deal can 
last the year - let alone the rest 
of Mr Yeltsin's term In office - 
depends on economic decisions 
that the political upheavals make 
harder to achieve. 

Daring his presidency, Mr Yelt- 
sin has repeatedly shown his 
readiness to sacrifice any ally or 
principle far the sake of political 
expediency. Sergei Kiriyenko. the 
36-yeanoId former energy minis- 
ter who struck many with his 
earnest desire to improve the lot 
of ordinary Russians during his 
five months in office, became the 
latest casualty of that truth. 
After Mr Kiriyenko failed to 
defuse mounting criticism of the 
president in the Duma (the lower 
house of parliament) following 
the devaluation of the rouble last 
week, Mr Yeltsin decided he had 
to go. Even in the midst of finan- 
cial crisis, politics took prece- 
dence over economics. 

But whenever that has hap- 
pened before, Mr Yeltsin has 
cashiered his government to 
increase his own power and 
encourage reform. The dear sub- 
text of Sunday’s announcement 
was that Mr Yeltsin had no 
choice but to reappoint Mr Cher- 
nomyrdin in the realisation that 
bis own days as president are 
numbered. 

When the Russian president 
sacked Mr Chernomyrdin in 
March, Mr Yeltsin still appeared 
to harbour ambitions to ran 
again for the presidency in 2000. 
His heavyweight prime minister 
then -loomed as one of the great- 
est obstacles in his path. Now no 
one seriously believes Mr Yeltsin 
(-Xtn gpo<L enongtLphysical ar_ 
political shape to contest, let 
alone win. the next presidential 
elections. He is therefore keen to 
make his peace with Mr Cfasmo- 
myrdic and protect the interests 
of his family when he is gone. As 
the liberal . daily newspaper 
Izvestia headlined its report yes- 
terday;' “Yeltsin hands over 
power”. 

In a television address. Mr 
Yeltsin said it was essential to 
ensure “continuity of authority 
in the year 2000", effectively 
anointing Mr Chernomyrdin as 
his successor. “The principal 
merits of Victor Stepanovich 
[are] integrity, honesty and stur- 
diness, I t hink these qualities 
will become the decisive argu- 
ments' in the presidential elec- 
tions,” he said. 

In spite of more than a month 
an 'holiday, Mr Yeltsin appeared 
to be in a feeble state. Hie televi- 
sion footage showed him looking 
pale and drawn. He could later be 
heard slurring his words. By con- 
trast, Mr' Chernomyrdin was 
tn nnufl and confident pwong h to 
interrupt Mir Yeltsin to finish; his 



sentences for him. 

- Mikhail Gorbachev, the last 
president of the Soviet Union 
who knows all too well how 
power can slip away from those 
in office, had few doubts about 
what was happening. “It looks 
like the president is starting to 
withdraw from office step by step 
and handing over power to the 
heir," he said. 

Igor Bunin, director of the Cen- 
tre for Political Technologies, a 
political think-tank, agrees: 
“After Kiriyenko’s performance 
in the Duma last week, it was 
clear that he was totally discred- 
ited and had become a political 
corpse. Mr Yeltsin could have 
appointed [Yuri] Luzhkov 
[Moscow’s populist mayor] as 
prime minister but there were 
concerns about his competence. 
There was no option but to 
appoint Chernomy rdin J c onsider 
that Chernomyrdin win be Yelt- 
sin’s heir." 

As prims minister, Mr Ch e r n iy 
myrdin will certainly be in a 
powerful position to take over 
from Mr Yeltsin. Under the terms 
of the constitution, Mr Cherno- 
myrdin would assume the presi- 
dency temporarily if Mr Yeltsin 
were incapacitated in office. He 
would then have to call fresh 
presidential' elections within 
three months. In them, he would 
be able to make an appeal to the 
electorate as the “stability candi- 
date". He could call on seemingly 
unlimited financial support and 
use the reins of power and influ- 
ence to his advantage as a candi- 
date. In the 1996 presidential elec- 
tion, these provide significant 
advantages to Mr Yeltsin. 

Since being sacked five months 
ago. Mr Chernomyrdin has suc- 
cessfully remained at the centre 
of political affairs and forged new 
alliances with powerful regional 
leaders, such as Mintimer Shaim- 
iev. president of the self- 
governing republic of Tatarstan, 
and with Alexander Lebed, the 


general-tnmed-gavernor of the 
Siberian region of Krasnoyarsk. 
Almost immediately on being 
sacked, Mr Chernomyrdin 
declared his intention to contest 
the presidential elections in 2000. 
which appeared to surprise the 
Kremlin. As leader of the Our 
Home is Russia movement, the 
second biggest parliamentary 
grouping, he has a ready-made 
power base. 

Mr Chernomyrdin has also 


Most of 

Mr Chernomyrdin's 
compatriots 
associate him with 
the pain of transition 


m aintained dose contact with 
i's banking and industrial 
particularly with Gazprom, 
the giant gas monopoly be used 
to head. Many of Russia’s energy 
bosses still speak of Mr Cherno- 
myrdin’s managerial abilities 
with awe and strongly supported 
his return to government 

Boris Berezovsky, the shadowy 
Kremlin adviser and chief 
spokesman of Russia's 
“oligarchs", was among the first 
to visit Mr Chernomyrdin in the 
government headquarters. “Rus- 
sia’s Big Capital unconditionally 
supports this appointment," he 
said, amid rumours that he 
would soon be appointed a dep- 
uty prime minister. 

Moreover, Gazprom and other 
corporate allies have been 
steadOy amassing an armoury of 
media interests that is being 
deployed to back Mr Chernomyr- 
din’s cause. He has ample airtime 
to propound his views and read- 
ers have the pleasure of sampling 
plenty of flattering articles about 
his managerial prowess. 


All this sounds cannily 
arranged and capable of being 
neatly executed. The trouble is 
the scenario for a smooth succes- 
sion has three huge defects. The 
most immediate is toe Duma, 
which must approve Mr Cherno- 
myrdin in his job. He is tikdy to 
face a rough ride. Some opposi- 
tion leaders were yesterday 
scathing in their criticisms of Mr 
Chernomyrdin, saying he had 
failed to do anything construc- 
tive in more than five years in 
office and did not appear to have 
anything fresh to offer now. A 
bruising confirmation process 
would damage Mr Chernomyr- 
din’s credibility as a self-styled 
leader of national unity, 

The second problem is that, as 
Mr Berezovsky has frequently 
pointed out, Mr Chernomyrdin 
appears unelectable in anything 
resembling a free vote. He 
defines the word dull. Russian 
voters would probably fall asleep 
before they got to the ballot box. 
During his years in office, he 
may have done a lot for Russia's 
new rich bat most af his compa- 
triots associate him with the pain 
of transition. More than one com- 
mentator yesterday suggested 
that Mr Yeltsin may again outfox 
Mr Qteroamyzdm by giving him 
more scope to ftxmlde. 

But the last, and periiaps most 
important, defect in the logic of 
Mr Chernomyrdin’s succession 
plans is the disastrous condition 
of the economy. As Mr Kiriyenko 
was brave enough to emphasise. 
Russia Is entering the beginning 
of a financial crisis, not the end, 
and must take tough measures to 
compel companies and individu- 
als to pay their taxes and force 
insolvent hanks and businesses 
into bankruptcy. 

So far, the g ov er n ment’s deci- 
sion to float the 'rouble has not 
caused the mass.alaim that many 
expected. The central bank has 
restricted the supply of US dol- 
lars to control the rouble's Call 


and kept tight monetary’ and 
credit policies to keep a lid on 
inflation. The fact that more than 
half of toe transactions in toe 
economy are in the form of bar- 
ter has also shielded much of 
industry from the currency's 
decline. 

Nevertheless, much of Russia's 
banking system is technically 
bankrupt. Mr Chernomyrdin 
frees a painful policy choice. He 
is hardly likely to force his bank- 
■ ing friends - and future cam- 
paign contributors - Into bank- 
ruptcy. Yet even a suggestion 
that toe central bank will print 
money to bail the banks out 
would make toe International 
Monetary Fund suspend its lend- 
ing programme to Russia, leaving 
a massive hole in this year’s bud- 
get and destroying the remnants 
of the government’s credibility 
among international investors. 
Bad though things are. they 
could get worse. There are power- 
ful voices suggesting Russia 
should abandon monetary auster- 
ity and pursue the “Belarussian 
option" - print money to give a 
preelection illusion of prosperity 
before the ugly consequences set 
in. 

For the moment, Mr Cherno- 
myrdin may be relishing his 
return to power and the prospect 
of still greater thing s to come. 
But be may quickly be HamnoH 
by the seemingly inescapable 
logic of the situation. If he tries 
to pursue an tough line on the 
economy, he risks short-term 
popular discontent among his 
backers. If be pursues a politi- 
cally soft line, the economy could 
run out of control and wreck Ids 
presidential ambitions. 

“Maybe it is fair that be who 
has dug the pit should fall into 
it," Grigory Yavlinsky, leader of 
the liberal Yabloko faction, said 
last week, predicting Mr Cherno- 
myrdin’s return to power. “And 
in that sense it would be fair to 
appoint Chernomyrdin." 


OBSERVER 


Asia's financial crisis has sent a 
chin through emerging markets. 
Russia has been engulfed. The 
risk now is that contagion will 
spread through Latin America, 
where stock markets have 
already fallen 40 per cent over 
the last year. 

A sell-off across toe board is 
scarcely justified on the funda- 
mentals - even if it is under- 
standable that investors who 
have lost billions in Russia are 
cutting their losses by selling 
other high-risk investments. 

Venezuela and Brazil are the 
Latin American countries most 
susceptible to contagion. Both 
have large fiscal deficits and 
fixed currencies. But they are 
threatened for different reasons. 
The Asian crisis, hy reducing 
demand, has led to a sharp fall in 
commodity prices. Oil prices are 
the lowest in 10 years, hurting 
producers such as -Mexico and 
Colombia. Venezuela, which 
relies on oil for half of its govern- 
ment revenue, is under particular 
pressure. Low prices have led to 
a permanent fiscal deficit, politi- 
cal instability, and mounting 
pressure for devaluation. 

Brazil, cm the other hand, is an 
oil importer. Its fiscal deficit is 
structural, and amounts to 7 per 
cent of GDP - in forge part 
reflecting high real interest pay- 
ments on government debt This 
is combined with a current 
account deficit of 4 per cent, 
making big capital inflows a 
necessity and contagion an 
unavoidable risk. 

Brazil frees political uncer- 
tainty and policy paralysis in the 


run up to October's presidential 
elections, but nothing like R us- 
. sia’s crisis. However, institutions 
often see their holdings in Latin 
American, Asian and east Euro- 
pean securities as part of a class 
of emerging market assets. Many 
investors have long expected that 
once Russia went.- Brazil would 
follow. Brazil's deficits make it 
vulnerable. It is not at all dear 
tha t panicky markets. will be pre- 
pared to allow the breathing 
space President Fernando Hen- 
rique Cardoso needs until the 
elections. . 

A Brazilian devaluation would 
be for more serious than a col- 
lapse in Venezuela. Brazil 
accounts for 45 per cent of Latin 
American GDP, and Its troubles 
would quickly spill over into a 
regional crisis, starting with 
Argentina- However, Brazil is 
also in a good position, to defend 
itself. It has $70bn in foreign 
reserves, which ,it hopes will be 
enough to seeit through to Octo- 
ber- Moreover, investment 
inflows are strong Last month’s 
sell-off of controlling stakes in 
Teleb&s brought in fZ9bn, and 
there are more assets left to pri- 
vatise. Unlike Venezuela, Brazil 
also has capital controls. 

President Cardoso remains 
favourite to win re-election. 
Even with a renewed mandate* 
economic reform wJD be very dif- 
ficult. To reassure investors, he 
must set out a clear and credible 
plan for overcoming the fiscal 
and current account deflate now. 
Brazil should not succumb to 
Russia's pdgbt. It is Mr Cardoso’s 
task to ensure it does not. 


Magistrates follow 
holy orders 

Italy’s traditional August slumber 
has been rudely interrupted. A 
probe of the Catholic cardinal of 
Naples is raising awkward 
questions about relations 
between church and state. 

Last week, the brother of 
Cardinal Michele Giordano was 
arrested on charges of running a 
huge usury and extortion 
operation in the south erf Italy. 
Magistrates have pursued the 
investigation into toe cardinal’s 
office In Naples, seizing floppy 
disks, piles of documents aid 
bank detafls. . 

The* interest centres on the 
recent transfer of hundreds of 
millions of ire from the cartiinaFs 
account In the Vatican Bank to 
fils brother. The cardinal says he 
was helping because his brother 
had business problems. 

Some have been quick to 
suggest teat magistrates are 
going over the top, but Cardinal 
Giordano has raised eyebrows 
with a fou-frontai attack on the 
justice system, accusing 
investigators of TangHng 
handcuffs" and behaving aa 
though Italy were a “communist 
regime". 

' The Vatican is furious; officiate 
say that the cardinal is innocent 
of any wrongdoing and that the 
affair “touches on problems of 
church-state ratetions”. 

The Vatican is technically a 
sovereign state and has a 


complex treaty governing 
relations with Italy. The cardinal 
has warned of "danger to the 
sovereignly of the church’, and 
some argue that his offices are 
effectively Vatican territory, 
where Italian officials have no 
right to tread. 

Sounds (ike an argument that 
will run long after the deckchairs 
are put away for the winter. 


Power play 


If you fancy living fike a dictator, 
the Romanian government has 
just toe thing: a night In one of 
the gilded palaces where former 
Communist leader Nicoiae 
Ceausescu and his squally 
amiable wife Elena used to stay. 

From next spring, it wfll cost 
just $3,000- $4,000 a night to 
sleep in the bed where the 
"Carpathian genius" rested after 
toe onerous task of running toe 
OXffrtry into the ground, to swim, 
in his mosaic- lined pool and to 
hunt some of the game he 


ffs nearly a decade since 
Ceausescu was kflled in the 
revolution that overthrew his 
regime, too late for the lovely 
villages near h'ss hunting lodge at 
Snagov - the concrete-loving 
megalomaniac had thorn 
demolished. 

But visitors to any erf toe 
palatial pads on otter won’t get 
all the privileges of rank, such as 
insisting on the removal of afl 
livestock, rn case of mooing in 
the night or crowing In the 


morning. Or telling churches not 
to ring their noisy bells. 

Neither will visitors be 
encouraged to refer to the locate 
as “worms", or to shoot them 
with salt-fffled cartridges if they 
try to pick up vegetables left 
behind after the harvest Even 
so, it stii sounds better than 
Disneyland. 

Wong fingered 

ffs seven months since 
Paraffine fell to earth, and Hong 
Kong regulators have at last 

caught up with a malefactor at 
the Asian investment bank. 

The Securities and Futures 
Commission punished Wong Kin 
Ming for a 'Variety of dubious 
practices, such as placing 
persona] trades through someone 
etee’s account then throwing 
regulators off the scent with false 
information. 

It appears that his part in the 
downfall of Peregrine was pretty 
much zero. Zero is also the Ekely 
Impact of the SFC’s punishment 
Wong, who doesn't have a job 
right now aid has been open to 
offers since Peregrine bit the 
dust has been banned from 
trading for eight months. 

Still, as the first ex-employee 
of Peregrine to be stopped of his 
dealer's credentials since the 
collapse, he could have a good 
story to tell when his 
grandchildren ask: “Where were 
you when Asia fell apart?" 

SFC officiate may have to use 
a little more Imagination than 


Wong’s if their grandchildren 
start asking similar questions. 

Sofa so good 

It was just a small, worn leather 
sofa, but for an hour it brought 
together two men from opposite 
extremes of the Cold War. Cuban 
leader Fidel Castro and former 
Dominican Republic presklent 
Joaquin Balaguer put aside 
decades of animosity in another 
Indication of Cuba's growing 
easiness with ste neighbours. 

Balaguer may be 91 and blind, 

but he's etifl a power In the land 
and some think he might run 
again for president in 2000. In his 
22 years in power, his virulent 
anti-communist and anti-Castro 
rhetoric infuriated the Cuban 
leader. Out as they chatted on 
the sofa, toe atmosphere seemed 
calm. “String here, 1 feel like one 
of your aokJiere," Balaguer toW 
the man In combat fatigues. 

Castro, who Is 19 years 
younger than hte host urged him 
to: "Keep writing, keep writing." 
Dominican academics suggested 
that Castro cant have read much 
of BaJaguerte output It tent Just 
the ultra- rightwing rhetoric that 
might have troubled the Cuban 
leader - the racism is hart to 
miss. 

Gone to stud 

Talk about added value, A shop 
sign spotted on a street corns' in 
Dublin reads: Ear Piercing, While 
U Wait 


100 years ago 

Standard OS’s Monopoly 
Towards the end of last year, 
the Standard CHI Company of 
the United States made a 
determined attempt through its 
agents to secure a monopoly 
of the petroleum market for 
Germany. Though the 
endeavours of the company 
were only partly successful, 
there Is no question that the 
company has not in any way 
relinquished toe idea of not 
only controlling the German 
market, but also all toe 

markets of the world. 

50 years ago 

Constellations Over The Alps 
Advertisement "Lockheed 
Constellations are the only 
passenger transports flying 
over the Swiss Alps instead of 
through the passes. This 
unique performance is made 
possible by the Constellation's 
surplus power and a 
pressurised cabin which allows 
the plane to fly at great 
heights while the passengers 
travel at a much lower 
attitude” inside the aircraft. 
These famous airliners have 
flown approximately three 
thousand million passenger 
miles to date - much of It over 
toe difficult routes across the 
North Atlantic.* 
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Pyrrhic Victor 


It is hard to summon up enthusiasm far 
Victor ChaTiamyrdin’s reappointment as 
Russian prime minister. The roots of the 
country's current crisis lie in actions be 
took, or felled to take, during his previous 

five years in office. Moreover, Mr Cherno- 
myrdin is closely identified with the “oli- 
garchs” who have carved up Russia's 
assets for their own advantage. It would 
be too much to hope that he will e mb race 
the root-and-branch reform needed to turn 
the country’s robber baron capitalism into 
a modern market economy. 

Still, Mr Chernomyrdin would yet 
do Russia a service if he was able to 
stabilise the financial crisis. His power 
base in parliament and connections with 
the oligarchs mean he has probably 
bought same time. But it will still be a tall 
order. 

There are two immediate issues. The 
first is the forced rescheduling of govern- 
ment debt Following last week's default, 
neither foreign nor domestic investors 
will be willing to lend new money in the 
Immediate fixture. How badly the govern- 
ment stings investors will determine how 
long this lasts. 

The second problem is the banking cri- 
sis. Although the wii«riim economy is legs 
dependent on banking than more devel- 
oped economies, it cannot view a collapse 
of its payments system with equanimity. 
It would mean a big step back towards a 
barter/black economy, make It even 
harder to collect taxes and exacerbate the 
government's budget difficulties. 

On the other hand, Russia’s fiscal crisis 
will make it hard to find the funds to bail 
out the banks. Hence the worry that the 
government will be driven to printing 
money, fuelling hype rinflation. The one 
hope is that Mr Chernomyrdin wifi be 
reluctant to go down this route, given his 
ambition to succeed Barts Yeltsin as presi- 
dent. 

US bonds 

It sounds bizarre, but US corporate ' 
bonds are the latest asset class to be hit 
by emerging market contagion. Spreads 
over US Treasuries have widened dramat- 
ically and now stand at 130 basis points 
on average for a typical 10 -year invest- 
ment grade bond - their highest for 
almost five years, according to ratings 
agency Moody’s. For junk hands, the aver- 


NonMtfan krone 

Against the D-Mark (NKr per DM) 
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age spread has Jumped to 420 basis points, 
the widest since 1990. 

Some of this reflects a decoupling of the 
Treasuries market, where yields hit new 
lows last week, while risk premiums else- 
where have been rising. Corporate bonds 
have also lost the favourable backdrop of 
a steadily rising equity market. And prof- 
its at export-oriented manufacturers and 
commodity producers are suffering. 

Bat large parts of corporate America, 
Including the service sector, are still 
growing and corporate credit quality 
remains high. Interest cover for US nan- 
financial companies is a healthy five 
times,, compared with 1.6 times at the end 
of the last economic boom in 1989. Default 
rates are still well below average at &8 

per ran* Of mi t s t a nrirng j rmlc bOndS- 

A more legitimate concern is the flood 
of new issues. Companies are taking 
advantage of what are still very low abso- 
lute rates and the total volume of new US 
corporate bonds this year Is on the way to 
a record of more than $300hn. Even so, far 
those focusing more an income, the recent 
correction offers same tempting bargains. 


rates have risen seven times, to 8% per 
cent from 4 per cent in January - the 
krone has barely responded. 

Now the bank has decided enough is 
enough and vowed to leave rates 
unchanged - at least for the time befog. : 
Apart from leaving the krone defenceless, 
this strategy risks exposing a deeper mal- 
aise - that the government’s so-called 
“solidarity alternative” is not working. 
This requires the g ove rnment to use fiscal 
policy to control growth, while wage mod-, 
eratian Is expected to damp inflation. The- 
oretically, the central bank can apply 
monetary policy to maintaining a stable 
krone. But Norway's weak centre-right 
coalition has foiled to tighten fiscal policy 
or curb wage growth. On top of that, the 
country's oil surplus will fell from an esti- 
mated NEr92bn to NErSTbn this year. 

Given such pressures. Interest rates 
were never likely to be enough to safe- 
guard the currency. Now the central bank 
has played its hard, it is up to the govern- 
ment to impose the necessary flscai mea- 
sures to put the economy back on track. 
Whatever happens, a hard landing looks 
inevitable. 


EMI/PolyGram 


Norway 


Take one oil-rich kingdom, add a da«h 
of loose fiscal policy, simmer for a year 
with rising inflationary pressures - and 
you end up with Norway's overheated 
economy and weakening currency. Faced 
with such a recipe, it is not surprising 
that the Norwegian krone has tumbled 
against the D-Mark. Despite the central 
bank’s best efforts - short-term interest 
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Investors gave a decisive thumbs-down 
yesterday to the revelation that EMI is 
Interested in buying PolyGram’s film 
business. One can see why. For a start, 
moving Into films would be a strategic 
volte-face. Sir Colin Southgate, EM’S 
chairman, used to ♦»»n the City ttui he 

saw no advantage in combining' music 
and films. Add to that the feet that the 
core music business is not doing too well 
and that EMI’s top management has 
recently been id/ turmoil. WouId.lt not be 
sensible for EMI to put its house in order 
first before embarking on a risky new 
acquisition? 

That said, combining music and ffhnu is 
not completely ridiculous. Film sound 
tracks are an obvious synergy and it 
ought to be possible to use the same net- 
work to distribute videos and compact 
discs. Meanwhile, when digital video discs 
take off, they could be manufactured in 
the samp plants as CDs. But shareholders 
seem mninipri to view all this as small 
beer. Sir Colin will need compelling argu- 
ments to convert the doubters if he does 
win the PolyGraxn auction. 
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UN snubs call by Sudan 
for missile attack inquiry 


By Mark Huband In Khartoum 

and Laura SUber at Un United Nations - 

la Haw Yu rie 

The United Nations Security Council 
yesterday distanced Itself from a 
request by Sudan far an investiga- 
tion into the US missile attack an a 
Khartoum factory. 

No council member endorsed 
Sudanis request for a technical 
investigation into the attack, which 
was backed by the Arab League and 
the Organisation of Mgmip Confer- 
ences. 

Leaving the council meeting, Peter 
Burleigh, US ambassador to the UN. 
said: “1 doint see what the purpose ctf 
a fact-finding study would be. We 
have credible that folly 

justifies the strike we made an that 
on e facility in Khartoum. The coun- 
cil reviewed the question this morn- 
ing and wifi keep it under consider- , 
atiem." 

Bahrain, the lone Arab council 
member, said further information 
was needed before the council could 
take formal action. 

Arab states yesterday jointly con- 
demned the US missile attack on 
Sudan after days of wavering by gov- 
ernments keen to prevent Sudan 


using anti-US public opinion as a 
lever to dintinislr its i ggigtit m from 
other Arab countries. 

After four days of equivocation,, 
the Arab League denounced the 
bombing by US Tomahawk- cruise 
t qiwaiias on August' 2D as “an attack 
against the sovereignty of states” 
and said it would hefo Sudan “eradi- 
cate the effects of the American 
strikes and support Sudan in Inter- 
national organisations". 

Sudan said' it would would seek 
redress for the missile attack on the 
Khartoum pharmaceuticals factory, 
for which the Sudanese president 
held both the US and “treacherous" 
Sudanese opposition leaders respon- 
sible. 

The Arab League statement sup- 
ported S udanese rfafois that the site 
was a pharmaceuticals factory and 
had no other purpose. 

In his most detailed statement 
since the destruction ctf the factory, 
which the US has srncp claimed was 
being used to produce chemical 
weapons. President Omar Hassan al- 
Rarihir said Sudan would respond to 
the in fhe near fixture. 

“We reserve the right to fight 
back. And this may happen in due 
time.'’ he said at a press conference 


in Eurttim “But 

about legal means to respond. Do 

you think that we have the capadty 

to attack the UST he said, when 
asked what form the response would 

. faVp 

However, the attack on Sudan aM 
the simultaneous lanjchtaj ofTO 
cruise missiles on a site in Afchto- 
istan that the US claims is the can- ■ 
tre of a terrorist network led by the.-j 
Saudi Arabian dissident Osama abggg 
Laden,’ has forced the leaders pgj 
many Moslem countries to respaagg 
to heightened anti-American pub&cjp 
opinion. 

The US launched the missil*|| 
attacks after accusing Mr bln Laaan|| 
of masterminding the bombuiga afp 
the US embassies in Kenya and 
Tap ia an August ?, which left 263 r*< 
people dead. 

The Arab League, of which Sudan 
is a member, appeared more preoc- 
cupied with keeping the lid on Arab, 
public opinion than on the impact 
the US action may have had in limit- 
ing the activities of milit a n t groups, 
by which many of the league’s gov- 
ernments are threatened. 

Newspapers throughout the region 
have condemned the US action, to 
the most virulent terms. 


US, UK propose Netherlands 
as venue for Lockerbie trial 


By Mnm Parker Is irndta and 
stepson rKznr n wasniiipofi 

The UK and US governments 
yesterday moved to end thecHpio- 
matte stand off over the Libyans 
accused of the Lockerbie bombing by 
proposing that the trial be held an 
neutral t e r rit or y , in The Nether- 
lands. 

The latest plan would involve the 
Libyans being tried by three Scottish 
judges at the which is the 

seat of the international court of jus- 
tice, possibly in May. 

Robin Cook, British foreign secre- 
tary, held out the prospect <rf the UN 
lifting its sanctions against Libya if 
Muammer Gadaffi, the country's 
leader, accepted the proposal: He 
described it as an “historic innova- 
tion in International legal practice”. 

However there were also intima- 
tions fly** sanctions might be tough- 
ened if the proposal was turned 
down. 

Libya had rejected the UK and US 


governments’ previous insistence 
that the two Libyans, Abdul Baset 
Ah A1 Megrahi and Uamin Khalifa 
Fhimah, the two Libyans, stand trial 
in Scotland or the US over the bomb- 
ing of Pan Am flight 103 over 
Lockerbie In Scotland in 1988. All 259 
passengers and crew were killed, 
together with 11 Lockerbie residents. 

Lord Bardie, a senior Scottish 
legal figure, said he had reluctantly 
accepted that unless the trial were 
held outside the UK or the US, there 
was no prospect of the fora Libyans 
ap p ea rin g before a Scottish court 

Alistair Duff, Scottish lawyer for 
the two Libyans, said: “This pro- 
posal is certainly not being 
rejected”, adding that his clients 
would need various assurances 
before agreeing to stand trial at the 
Hague. 

Mr Cook said the court would 
administer Scottish law, under Scot- 
tish procedures and Scottish rules of 
evidence. A majority verdict would 
be accepted. 


Mkdeleine Albright US Secretary 
of State, who spoke in a telephone- 
conference call to relatives of the 
victims yesterday morning, said the;. A. 
proposal was “a way to call the Lfb- : ; - 
yan government’s bluff and to bring 
the fugitives to justice at long last* ~' ./ 

She added: “Let me be clear: the :' 
plan the US and UK are putting for- 
ward is a take-it-or-leave it prppoai-'^ 
tion. It is not subject to negotiation” . 
or change, nor should it be the sub- 
ject of any additional foot-dragging . 
or delay." 

Libya, she said, had stated its 
readiness to deliver suspects to a 
Scottish court sitting in a third 
country. 

A senior administration official . 
said the proposal would be put 
before the UN Security Council, 
which has repeatedly called for the 
Libyan government to hand over 
the suspects, perhaps as soon as 
today. 


Etitariai Comment, Page 13 


Threadneedle 
in Europe. / 




►**'**• '• 










■ ■ ■ h 




The facts point to success. 


Strong returns - 
European Select Growth Fund 


Thrudnoada Etnpaan 
SatodGnMh 


Tfw ayem spare 
. Gnomon Mm him SUMO mnbn m Thrauwadht 
BtNiNB«*t.gKincoBnain<a«adPrtiwaacaM3<iiBairi9e». 


Strengthening economies, widespread corporate 
restructuring and cross-border merger activity are 
all driving European stock markets upwards. For 
Investors seeking to maximise the potential of Europe, 
the Threadneedle European Select Growth Fund has 
the quality to deliver™ 

• Consistency - a top quartile performer over the 
last 1.2, 3,4 & 5 years.' 

• Strong track record - 259% growth in the last 
5 years.* 

• independent recognition - ’AA’ rating by Fund 
Research and 5 Star rated by MicrapaF*. 

• Fully PEP qualifying for tax free returns. 

So, Invest in Europe with confidence. 

Invest with Threadneedle. 


Ask your financial 'adviser about Threadneedle'or call free on 0500 600555. 

"Threadneedle 

investments 


CODE FT 26/8 













1 





Catch th* •arty bird. Svriuafr. B* 




Zurich by?ajn^ board 
flight befforvTO, and 


in 

ocomwctinj, 


FINANCIAL TIMES 


15 


Dctand from Canary Wharf and 
WparitMftaiMi 



Beat 


oven nonstop* from London tn Evn» 
p«an destinations. Wo mak* it our 
budcMMt to cnaist you in yoBn. 

MHBrir imricfti Bwe refrwfcmg ***». 


COMPANIES & MARKETS 


Peak. 


QTCftamOt TOCS UNTO t9B 


TUESDAY AUGUST 25 1998 


Week 35 


ID time a day Swissair takas you 
fr om Heathrow to the Alps. For a 
breathtaking vtaw from ab o v e. And 
a breath tak ing htke from Wow. 
wiioar worfcft mod rofiadJag alrfae. 


INSIDE 


"' a th* 

■ 

’ ih, - 

• ifc,; 




‘•’Wared 





■ " i :aa ton! 

rSttSli 


■illtll 


cans, 



lands 

erbie trial 


: 1"S S«j£ 

l" 

it 

' ™.T5d; 

■ ’ ' afiiflfc 

. •’ 

' ’ : ’• •' cfer: 

■ st Xi?: 

■ ■* 'in u 

: • • a“fnii£ 
• b for 

•: 

■ s&s: 

in at 

■ id It; 

« m . Cue 

•. .-iifdtr: 

-r: vials 

, • . ,",n a msi 


2,100 more to go in $60m 
Northrop Grumman shake-up 

tn adcStfon to earlier cuts Northrop Grumman, 
the US-based aerospace group, is to cut 2 100 
more jobs, ft wfli take a $60m charge this year 
to cover the costs of the streamfining, Intended 
to save about 3300m annually from 2001 when 
the cuts ob projected to end. Page IS 

South African selling hurts Billiton 

A year after Hs London 

feting, Biffiton, the met- 
als and mining group 
spun off from South 
Africa's Gencor, has 
the "honour" of being 
the worst-performing 
Footsie share. The 
9roup. chaired by Brian 
Gilbertson (left), has 
been hit by the metals 
price slump. But South 
African institutional 
investors that owned 78 per cent of the group 
have cut their interest to 60 per cent Page 18 

MSCI alters Index for India 

Morgan Stanley Capital International bos made 
radical changes to its Standard Index tor India, 
which is used as a benchmark tor traders. The 
change recognises the growth of the software 
sector, which has risen seven times in value 
since January 1996. Capital Markets, Page 20 

Canadian dollar hits 140-year low 

Commodity-exporting countries' currencies 
were attacked. Norway raised interest rates for 
the second time In fbir days after the krone hit 
a six-year low against the Ecu. while Canada's 
dollar Ml to a new 140-year low against the US 
dollar. Cwrencies, Page 21; Lex, page 14 

indian stocks receive dose of cheer 

The State Bank of India 
has raised about $4bn 
through the issue of 
sovereign Resurgent 
India bonds, giving 
stocks some cheer. 
Equity markets are on 
tenterhooks after the 
Reserve Bank of India . 
last week tried to haft a 
stop decline in the 
rupee's value.- BUan 
Jalan (left), RBI gover- 
nor, raised the repurchaserate by 3 percentage 
points and increased the cash reserve imposed 
on banks. Emerging Market Focus, Page 32 

Rubber growers In move for control 

Thailand and Malaysia's decision to withdraw, 
from the International Natural Rubber Organisa- 
tion will almost certainly mean the end of its 
global agreements. They intend forming a new 
grotp aid exercising more control over the 
price of natural rubber. Commodities, Page 22L 


Stena Line executives lose their 
jobs in cost-cutting shake-up 
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By Tim Bart hStoddiofai 

Sima Line, the woodrTs largest 
ferry operator, yesterday dis- 
banded Its entire executive 
management team, end 
announced the departure of six 
senior directura. inriodtog the 
fhatne e director, in the latest 
attempt to cut costs and return 
the group to profit. 

The Swedish company, 
which earlier this year merged 
its abOrt-Sea English rihawnri 
routes with P&O of the UK, 
said it was winding 19 a num- . 
ber of central functions- . 

The move follows the arrival 
of JBo Severed as Stem’s new 
chief executive earlier this 
month. Mr Severed, recruited 
from Stena rival Scamffines, 
said the T‘ prf>m | foi y** a ff under- 
lined bi ff co mmitment to 


Ferry operator reports first-half losses of $65m 


reversing operating losses and 
adapting the group to the 
expected abolition of duty-free 
sales on travel within the 
European Union next year. 

The most senior of the exec- 
utives losing their Jobs is 
Anders Bedberg, finance direc- 
tor since 1SSL Also leaving are 
the directors of human 
resources, business develop- 
ment, on-board services, com- 
munications and passenger 
sales. In addition, Stena said 
Gareth Cooper, chairman of its 
UK subsidiary, would assume 
a non- ex ec uti ve rote. 

“tt has come as a big shock 
and we have beat told to dear 
our desks this week." saw one 
of the managers, who asked 


not to be named. The 
high-level departures signal a 
more aggressive phase of 
Stena's SKr350m (843ml 
restr uc turing, which is expec- 
ted to lead to 450 redundan- 
cies; Mr Severed, making bis 
first results statement, said 
the management functions 
would be devolved largely to a 
new operating structure, based 
on each Stena route. 

Stena reported first-half 
losses Of SKrSSOm ($65. 4m) - 
almost unchanged on the 
3KiS35m deficit In the first six 
months of 1997. Sales were 
down from SKr4-27bn to 
SKr3.42bn- 

Stena's most commonly 
traded B shares feGl 9 per cent 


or SKrl.60 to SKrlT as the 
group warned that further 
restructuring costs and falling 
volumes would lead to a full- 
year loss. Last year. Stena 
made a pre-tax profit of 
SKrtSlm. 

Mr Severed said the first-half 
figures had been dented by the 
absence of contributions from 
Stena's short-sea English 
Channel routes, which have 
been operated by the P&O 
Stena Line Joint venture since 
March. Although Stena 
claimed the joint venture had 
captured 33 per cent of tourist 
traffic an those routes, it made 
a £9.3m ($15 Jm) loss in the 
period from March 10 to June 
30 - exacerbated by £l6m 


of restructuring charges 
and £T.Tm in interest costs. 

The group said the freight 
market over the English chan- 
nel continued to be volatile 
but prices had stabilised and 
were higher than in 1997. How 
ever, the company said struc- 
tural changes on Channel 
operations would, burden 199ft 
results and significant cost 
savings would not be apparent 
before 1999. 

Meanwhile, Stena's remain- 
ing operations were hit by 
mixed demand and transport 
strikes in Denmark and Nor- 
way. Although operating costs 
fell from SKr4.06bn to 
SKrJL34bn. the group saw oper- 
ating losses deepen from 
SKr26lm to SKrSOSm. Losses 
per share were SKiT.10. com- 
pared with SKr6.70 last time. 


FINANCIAL TROUBLES IN R US SIA AMD A SIA HAVE P USHED YIELDS 0N_TREASU_RIES B ELOW FEDERAL FUNDS RATE 

Bad news 
is good 
for the 
US bond 
market 


By Ihuqr Corrigan 

and John labate in Haw Yerfc 

Bad news is good for the US 
bond market. Growing con- 
cerns about the financial trou- 
bles of Asia, Russia and Latin 
America have sent US Trea- 
sury yields tumbling to their 
lowest levels in decades. 

Moreover, long , bond yields 
have-achieved the^ remarkable 
feat of sinking below the .- Fed- 
eral . funds rate, which has 
been stable at &fi-per cant 
Federal funds is the. short-term 
interest rate targeted hiy file 
US Federal Reserve Bank as 
means of controlling' monetary 
conditions. 

By the end of New York 
trading on Friday, the 30-year 
yield was at 5^ per cent, and 
yesterday the bond continued 
to trade below what had hem ‘ 
considered a firm resistance 
level of 53 per cent . 

"This is unusual and unprec- 
edented," says Kevin Logan, 
senior market economist at 
Uresdnar Klainwurt Benson in 
New York. He said that jvevi- 
ously when the bond yield had 



been lower than the Fed fund 
rate it occrtred When the Fed- 
sal Reserve had been tighten- 
ing monetary policy. 

According to- economists, 
this state, of affairs.' is the 
result of a flight to quality 
triggered by financial woes 
outside the US rather than by 
the state of the domestic econ- 
omy. ’"Ifs all about financial, 
turbulence,” says Dan Seto, 
senior economist at Nikko 
Securities in New York. Based 
on a pore analysis of the US 
economy, “two-year note 
[yields] should be about 75. 
basis paints above Fed funds”, 
reckons Mr Seto. 

Nevertheless, analysts do 
not expect an early end to the 
bull market for bonds. “The 
flight to safety.. .win proba- 
bly continue until firm solu- 


tions are put in place” in at 
least one of the trouble spots 
causing investor jitters, said 
Kevin Flanagan, money mar- 
ket economist at Morgan Stan- 
ley Dean Witter. 

. While other, factxrs, snch as 
the cutbacks in Treasury sup- 
ply in the past year resulting 
from the US federal budget 
surplus, have contributed to 
the bond market rally, most 
analysts agree that the flight 
to quality is the primary 
driver. 

• Analysts are divided over 
whether there is potential fear a 
further rally. “If Russia gets 
worse or Venezuela or Brazil 
has an official devaluation, 
there could be another flight 
to quality that could gradually 
run {30-year] bond yields down 
to 5.25 per cent," says Elliott 


Platt, director of economic 
research at Donaldson, Lofkln 
& Jenrette in New York. 

But Mr Flanagan says that 
while, he expects bonds to 
trade at or below Fed funds 
“far the foreseeable future”, he 
believes a farther substantial 
rally in bernd prices is likely 
only if the US economy shows 
signs of weakness or US share 
prices fall sharply. Far exam- 
ple, he notes that bond prices 
rallied last Friday when share 
prices fell. 

Most analysts believe that, 
despite some sigos of a weak- 
ening of the US economy, the 
Federal Reserve, under its 
chairman, Alan Greenspan, is 
still some way from consider- 
ing easing Interest rates. But 
this may not deter investors 
from keeping their money in 


US bonds. “YonYe not going to 
lose money” in bonds, argues 
Mr Flanagan and that is the 
priority for many investors. 

Dollar-denominated assets 
“will remain relatively attrac- 
tive”, agrees Mr Seto, but he 
warns that “the investor must 
be vigilant and watch far any 
development that can affect 
exchange rates” since this 
could take some of the steam 
out of the flight to quality. 

Despite fixe flattening of the 
yield curve, analysts do not 
expect It to invert - with long 
bond yields falling below those 
of two-year Treasury notes. 
Inverted curves can be a sign 
that a recession is on the way. 

Nevertheless, says Mr Seto, 
“we could easily go to the year 
end with Fed fund rates above 
bond rates”. 


Intel 
launches 
faster, 
cheaper 
PC chips 

ByUxdM KahM ta San Frandaeo 

Intel yesterday launched 
higher performance micropro- 
cessor drips that are expected 
not only to boost the perfor- 
mance of personal computers 
but also to fuel rapid declines 
in PC prices. 

With significantly lower 
than expected prices, the new 
Intel Pentium n and Celeron 
microprocessors are expected 
to lead to lower PC prices in 
both the “basic" home com- 
puter segment and the “perfor- 
mance” desktop segment by 
the end of this year. 

Intel’s Celeron drips , far use 
in “basic PCs” that currently 
sell for about SL000. represent 
a second attempt by the drip 
industry leader to defend its 
turf against recent incursions 
by competitors such as 
Advanced Micro Devices and 
National Semiconductor. 

The first Celeron chips, 
introduced in April, underper- 
formed similar devices from 
Intel's rivals but Intel has 
added drip memory to boost 
the processing speed and make 
the chips more competitive. 

Although technical details of 
the drips had been widely 
anticipated. Intel surprised the 
industry by undercutting the 
prices of its rivals in a dear 
attempt to achieve a greater 
share in the fastest growing 
segment of the PC market 
Intel also Introduced the 
latest addition to its Pentium 
II line of microprocessors, 
employed in a broad range of 
computers including those 
most widely used in offices. 

The new chip, which runs at 
450MHz versus a previous high 
speed of 400MHz, carries a 
price tag of $699. 

This is significantly lower 
than Intel's typical prices far 
new high end chips of about 
$900-$900. 

While the highest perfor- 
mance PCs in any market seg- 
ment typically sell at a pre- 
mium. Intel's pricing is likely 
to accelerate the decline in 
prices of slightly lower perfor- 
mance machines, according to 
industry analysts. 

Basic PCs selling for as little 
as $500-5600 may begin to 
appear within a few months, 
they predicted. 

Yesterday Intel was trading at 
$84# In mid session, down $% 
from Friday's dose. 


Technology, Page IQ 


Goldman Sachs aims to keep 
staff with staggered shares 


By Tracy Corioan 
wd WWam Lewis to New York 

Goldman, Sachs & Co, Wall 
Street's largest rem a in in g 
investment banking partner- 
ship, will attempt to tie part- 
ners arid other employees to 
the firm by locking up discre- 
tionary shares for up to five 
years following its initial pub- 
lic Offering this au tumn. 

The firm - also revealed in a 
preliminary filing yesterday 
that it will become Goldman 
Sachs Group Inc when it goes 
public.- The offering will be 
arranged by Goldman Sachs 
and st r uc ture d as a global IPO 
with US. European and Asian 
tranches. The final prospectus 
is due to be issued in the first 
week of October. It will can- 
tain Goldman's pro forma 
earnings, helping analysts to 


calculate the likely value of 
the company. The IPO is slated 
for November. 

- Goldman also plans to estab- 
lish a charitable foundation of 
more than fSOQm. The Gold- 
man Sachs Foundation will be 
closely connected to the firm, 
and under US law will have to 
disburse a certain percentage 
of its assets every year. 

The prospectus, filed yester- 
day with the Securities and 
Exchange Commission, the US 
regulator, disclosed that one- 
third of partners’ shares will 
be unlocked after each of the 
third, fourth and fifth years 
following the offering. Each 
partner could be in line for 

. windfalls of more than $40m in 
shares and restricted stock 
after the ZPO, based on esti- 
mates that value the ftnmpwny 
at about $2StUL 


Senior partners, Including 
members of the six-strong 
executive committee, due to 
become board directors when 
Goldman becomes a public 
company, could get mare than 
$250m each. 

As part of the plan to distrib- 
ute $5bn-€bn to employees 
below partnership level, Gold- 
man will give all these staff an 
award based on 60 per cent of 
1998 compensation and a cash 
award based on years of ser- 
vice, This award will vest 
immediately, but win be paid 
In the second and third years 
after the IPO. 

The prospectus also dis- 
closed the inclusion of some 
anti-takeover devices, such as 
a staggered board, which 
makes it harder far a bidder to 
change the board of a 
company. 


Foster’s scales back in China 


By GWM Robinson fa SyAwy 


Foster's Brewing Group, 
Australia’s largest, brewer, has 
signalled a big shift in strategy 
towards China, putting two of 
its three breweries there up far 
sale and taking a writedown 
cm its investments. 

The move is a sharp tum- 
| round from the group's posi- 
1 ti on last, -year, when it indi- 
cated & commitment to its. 
| Chinese investments. But 
mounting losses led to an 
investment writedown ' of 
1 Afl87.7m (US$97.5) and a deri- 
sion to sell its Tianjin and 
Guangdong breweries. - 
"We concluded it fa too 
expansive to have three brew- 
eries operating to such & diffi- 
cult, climate while, at the same. 
1 time, investing in the develop- 


ment, of file Foster’s brand,” 
said Ted Kunkel, the group’s 
president and chief executive. 
He said Foster’s was seeking 
expressions of Interest In the 
two breweries and was writing 
down the China operations to 
a conservative valuation. 

Mr Kunkel was speaking ■ 
after the company reported a 
78 per cent jump in net profit 
for the year to June to 
A$44&6m, exceeding analysts' 
expectations. The net figure 
included abnormal gains of 
At! 71 ,4m, after tax, mainly 
from the group's A$Ubn sale 
of its half-share in Molsou 
Breweries of Canada. The sale, 
which ten* place in- June, gen- 
erated a net gain of 9480m. 

The group’s strong gains, 
however, were offset by Its 
writedown on Asian bust- 


% 


nesses and a charge of 
AHQS.Tm from rationalisation 
and efficiency initiatives else- 
where In the group. Net profit 
before abnormal rose iKUhn to 
$275 An, while the dividend 
was steady at 6 cents. 

Mr Kunkel said the group 
hoped to halve its losses from 
Asia after consolidating its 
China assets. It would then 
focus its Chinese brewing 
operations in S hanghai, with 
sales and distribution centres 
in Bering and Guangzhou. 

On the domestic front, the 
group saw strong underlying 
profit growth, in its core busi- 
nesses. Pre-tax profit at Carl- 
ton and United Breweries, its 
main Australian unit, 
increased nearly 16 percent to 
$42101, the sixth consecutive 
year of double-digit growth. 



The eagle's eye highlights a particular area of interest within its expansive 
field of view by an extraordinary ability to magnily tto area by some two 
and a half times. 

Vision that delivers. 

To focus on the kind of potential in a business that we put a high value on and 
are prepared to pay tor also takes a particular vision. Vision that we back with 
toe £850 mfflion Candcwer 1997 Fund Vision that delivers. 
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INVESTMENT MARKET JITTERS DEPRESS SHARES OF BANCO BILBAO VIZCAYA AND BANCO SANTANDER AS WELL AS TELEFONICA 


Latin American fears hit Spanish banks 


. . NEWS DIGEST 


AEROSPACE 


By David White in Madrid 


Shares In Spain's two 
biggest bank groups had by 
last night lost one seventh erf 
their value in three days of 
trading due to financial jit- 
ters over Latin America. 

A farther fall yesterday on 
the Madrid Bolsa again 
inflicted most damage on 
large groups which have 
undertaken ambitious Latin 
American investment drives. 

Banco Bilbao Vizcaya’s 
shares fell another 3.4 per 
cent to Pta2.280. alter losing 
8.5 per cent on Friday and 3 
per cent on Thursday. A 


rival. Banco Santander, fell 
3.1 per cent to Pta3,27U fol- 
lowing losses of 9.9 per emit 
and 42 per cent in the two 
previous trading sessions - 
an accumulated decline of 
16.4 per cent. 

Telefdnica was also among 
the main sufferers, with its 
share price closing yesterday 
at Pta6,450, more than 3.7 
per cent down on the day 
and 13.5 per cent lower than 
last Wednesday's close of 
Pta7.460. 

This follows the group's 
boldest- step to date in Latin 
America, when it almost 
doubled its total investment 


in the region to around 
Sllbn through bids last 
month for two parts of Bra- 
zil's Telehr&s empire. It won 
control of the Sao Paulo 
company Telesp and cellular 
operations in the states of 
Rio de Janeiro and Esplrito 
Santo. The moves were 
financed through a Pta427bn 
CBLSbn) rights issue. 

The Madrid general index 
fell yesterday by 13.66 
points, or L64 per cent, to 
820.29, while the Ibex-35 
index of leadihg stocks 
showed a similar fall, to 
9,262.8 in heavy turnover. 
Baziks and telecommunica- 


tions led the decline, which 
followed a 5£1 per cent slide 
in the Ibex-35 on Friday, one 
of the largest falls on record. 

In spite of the market 
upset and fears of financial 
instability in Venezuela and 
other regional markets, BBV 
reaffirmed its policy of seek- 
ing continued expansion in 
Latin America, whore it has 
invested some S3-5tra in the 
past few years. 

The Spanish bank, which 
recently secured a control- 
ling stake in BHIF, a Chilean 
bank, and is awaiting due 
diligence studies an the take- 
over of Banco Excel in Bra- 


zil confirmed It was looking 
at a possible move into Para- 
guay, where It is reported to 
be in discusBkms over Banco 
Pan de AzUcar. 

BBV said its Latin Ameri- 
can expansion was a 
long-tom strategy, aimed at 
securing management con- 
trol of leading banks in all 
the main markets of the 
region. "We intend to stay 
there," it said, adding that 
its Latin American interests 
had recently accounted . for 
about 28 per cent of group 
pre-tax profits. 

In Venezuela, main focus 
of the latest Latin American 


turmoil, both. BBV and 
Rgm-ft Santander have prom- 
inent stakes in the retail 

hanging ggctOT — the ftXTO&T 
through Banco Provincial 
and the latter through Banco 
de Venezuela. 

Rodrigo Rato, Spanish 

fmannt* minis ter. SOUgbt to 
reassure investors yesterday, 

emphasising that Spanish 
acquisitions were aimed at 
thft mp<Ur rm and l o 1 ^ term. 
“There is confidence that 
Latin America will be, and 
already is, one of the world’s 
growth zones,” he said. 


Northrop to cut a 


further 2,100 jobs 


Northrop Grumman, recently rocked by the 

its planned merger with Lockheed Martin.® 00 

. ^ nffine soace oy « 


World Sock Markets, Page 30 


Doubts emerge over San Miguel sale 


By Justin Marozzf 
in Mania 


Shares in San Miguel 
yesterday sank 4 per cent 
amid “grave concern" that 
Eduardo Cojuangco, chair- 
man and chief executive of 
the ailing Philippine food 
and beverage group, was 
planning to sink some of the 
proceeds from the 29bn pesos 
(S677m) sale of its stake in 
Nestle Philippines into his 
private businesses. 

Senior San Miguel officials 
yesterday tried to explain 
the rationale behind the sale 

of the group's 45 per cent 
stake in Nestle Philippines, 
announced last Friday. 


They said the divestment 
would strengthen San Mig- 
uel’s financial profile, 
enhance its ability to focus 
on core businesses and allow 
for more “active manage- 
ment" in other opportuni- 
ties. 

FoUomng the sale, earn- 
ings per share would 
increase by 0.6 pesos on an 
annualised basis. The B 
shares fell 2 pesos to 48 
pesos in a weak market. 

However analysts said 
although the sale price was 
higher than the market's 
valuation of Nestle 
Philippines, they were not 
convinced by the group's 
explanation. 


San Miguel's record in the 
food business was not 
strong; it had already 
strengthened its balance 
sheet with the recent sale of 
its $555m stake in 
London-listed Coca-Cola 
Beverages, and Nestle 
Philippines was the “crown 
jewel” among its food 
businesses, said one analyst 
at a foreign brokerage. 

“There is grave concern 
that Cojuangco is planning 
to declare a cash dividend 
after this sale that would 
allow him, through his 20 
per cent stake, to skimp off 
cash legally and transfer it 
to some of his private con- 
cerns," he added. 


Alt houg h there has been 
no definitive ruling yet on 
the ownership of a 48 per 
cent stake in San Miguel 
claimed by Mr Cojuangco. a 
recent court ruling allowing 
him to vote a 30 per cent 
tranche is widely regarded 
as the first step to his recov- 
ery of a sizeable portion of 
the group.. 

Critics accuse Mr 
Cojuangco, an important 
political ally of President 
Joseph Estrada, of siphoning 
off funds hum San Miguel 
into his private businesses 
when he last headed the 
group during the presidency 
of the late dictator 
Ferdinand Marcos. 


Broker Indosuez W.L Can- 
said the Nestle sale would 
weaken San Miguel’s asset 
portfolio although it would 
add 469m pesos to foe bot- 
tom line in 1996 and l.lbn 
pesos in 1999. 

The divestment would 
leave the group with net 
cash of about I5ba pesos, 
compared with net debt of 
33. am pesos at the end of 
June and I0.7bn pesos after 
the sale of CCS shares. 

“The big question is 
what’s Cojuangco going to 
do with all this money?" said 
John Mangun, director for 
portfolio management at 
L B. Gimenez Securities, a 
local brokerage. - 


Job cuts, 
disposals 
revive 
Holzmann 


its pcarmea merger wnn LocKneea nkvum. 

ther 2.100 jobs and reduce factory and office space<v« 

per cent in an attempt to reduce coats. The 

based aerospace group wffl take a $«*" <*&&*%£* 

to cover' the costs of the streamlining. Intended 

about 5300m annually from 2001 when the cuts are 

expected to be completed. ..e«rrmiir. 

Reflecting the Impact Of the Asian crisis on U® 
dal aircraft sales, the company, which su(»pltes fuselages 
and other large components to Boeing, sod its rarge 
rasing revenues to $12bn a year a 

year until 2003. Although Northrop is still B 
candidate for merger or break-up. the rest ^ uc S / ^^ rk0ts 
designed to enabto it to compete independ^ 
dominated by Lockheed, Boeing and RaytheOT.^™** 
actions are necessary to ensure that we rnee **®. te 
bflity requirements of our customers while conhniang™ 
add value for our sharehddare," Kent Kresa, chairman, 

i. 

The company announced plans writer this 
about 8,400 workers by the end of the decade, n wrethan 
half going as the B-2 Stealth bomber wound cfown. omer 
restructuring measures announced yes^day ii^uoedtne 
consolidation of operations into three dtatowtajjj*™®* 
integrated systems and aarostructures. ®^ ctron JJ 
information technology. Christopher Partes. Los Angeles 


By Graham Bowtey in Frankfurt 



Among other measures, the airline has shifted capacity from weak Aslan routes, such as Malaysia and Indonesia, to stronger onas In Eirope, the US, Australia and feufle 


Singapore Airlines finds strength in adversity 


W hen Singapore Air- 
lines agreed this 
month to buy a 5-10 
per cent stake in Taiwan’s 
China Airlines, the national 
carrier was doing what it 
has done throughout the 
east-Asian financial crisis: 
widening the gap between 
itself and regional competi- 
tors. 

The agreement was SIA’s 
third alliance in the year 
since foe crisis began, fol- 
lowing link-ups with Luft- 
hansa in Europe and Air 
New Zealand and Ansett in 
the south-west Pacific. SIA 
also has expressed interest 
in acquiring a stake in Thai- 
land's national carrier. 

“Relative to its regional 
peers, it is 'actually in a 
str ong position,” says May 
Wong, who analyses SIA for 
SG Securities in Singapore. 
“It has cash of more than 
S$ibn (US$566m) and, you 
can see it is building its com- 
petitive edge." 

Other regional carriers are 
too busy trying to cope with 
the sharp drop in inter-Asian 


Its relatively healthy condition is helping the Asian carrier to build 
a competitive edge over its rivals, writes Sheila McNulty 


also feature “signature 
dishes" by teg) international 
chefs before the end of the 


travel. Cathay Pacific of 
Hong Kong announced a 

HK$175m (US$22-6m) loss for 
the first half of foe year - its 
first plunge into the red in 
more than two decades. 

Thailand was forced to 
approve a plan to sell 20 per 
cent of the government's 
stake in Thai Airways. MAS, 
owner of Malaysia's national 
airline, is restructuring. 
Philippine Airlines has been 
hit by a strike by its largest 
union. And there have been' 
reports that state-owned 
Garuda Indonesia may 
return half its fleet to leas- 
ing companies, sell assets 
and terminate contracts with 
Suharto family businesses to 
avoid being grounded. 

SIA certainly has not gone 
unscathed. Its overall load 
factor dropped 3.6 percent- 
age points to 68.1 per cent in 
June, over the year-earlier 
period, marking the ninth 
consecutive month it has 
reported a decline in operat- 


ing efficiency. And the car- 
rier reported virtually flat 
earnings of S$l.04brx in the 
year to March 1998, com- 
pared with S|L03bn in the 
year-earlier period. 

SIA employees recently 
agreed to join top manage- 
ment in forgoing their 
annual pay increase to help 
the airline. SIA also recently 
concluded an agreement to 
sell and lease back a Boeing 
747-400 aircraft 

The airline has done much 
to help itself as earnings 
drop in line with passenger 
numbers. It has shifted 
capacity from weak Asian 
routes, such as Malaysia and 
Indonesia, to stronger ones 
in Europe, the US, Australia 
and India. Analysts say the 
latest link with rthfrm Air- 
lines provides SIA with a 
key midpoint for trans- 
pacific routes. 

Cheong Choong Kong, SIA 
deputy chairman and chief 
executive, says SIA will also 


explore joint ventures in edr- 
taerelated businesses with 
China Airlines. 

SIA Engineering Com- 
pany. a wholly owned sub- 
sidiary of SIA, has already 
launched a big commercial 
jet engine overhaul joint- 
venture for Asia with US- 
based Pratt & Whitney. 

The same company is 
forming a joint venture with 
the US-based Hamilton Stan- 
dard to capture a larger 
share of the region's repair 
and overhaul market for 
engine components. 


A nalysts commend the 
attempts to expand on 
related businesses. They 
also like some of the promo- 
tional ploys staged in recent 
months. SIA screened 
full-length matches of the 
World Cup finals and it 
plans to extend its frequent- 
flyer pregramme to ail clas- 
ses early next year. 

Its inflight catering will 


year. 

Carlos Chua, commercial 
director at the Association of 
Asia Pacific Airlines, a trade 
association based in Manila, 
Bays these little extras are 

critical: “They actually mat- 
ter a lot, especially when 
you are vying for the last 
passenger." 

“Travellers today demand 
a total high-quality travel 
experience, from a comfort- 
able seat to the best inflight- 
entertainment to ah excel- 
lent meal, no matter where 
they sit in the aircraft." says 
Michael Tan, SIA executive 
vice-president. 

The regional contraction 
of passenger numbers will 
still take its toll however. 
Analysts are reducing earn- 
ings projections, which now 
range from S$720m to 
S$l.2bn for the year to 
March 1999. But they still do 
not believe there Is any dan- 
ger SIA will slip, like some 
erf its rivals, Into the red. 


Philip Holzmann, the 
German construction group, 
win shrug off the woes of the 

country's stagnant building 
market and make a 
profit this year, its chief 
executive said yesterday. 

Heinrich Binder, the 
industrialist bought in last 
year by Deutsche Bank to 
end years of losses, said 
buoyant faiw natiwuii orders 
were driving the recovery, 
which follows one of Ger- 
many’s most dramatic corpo- 
rate restructurings. 

Be told the group's annual 
meeting that measures to 
return foe company to profit 
- including job cuts, selling 
rum-performing businesses, 
vetting foe prospects of new 
orders and the scaling-back 
of activities in Asia and 
France - woe proving effec- 
tive- The company would 
record an operating profit 
this year, its first since 1994 

But the company's latest 
trading results illustrated 
that Germany’s construction 
market remains severely 
depressed. 

New orders increased 113 
per cent in the first six 
months of this year to 
DM&2bn ({3.4bn). However, 
new orders in Germany fen 
14.5 per cent to DM2Ahn. 
Turnover declined 6.6 per 
cent to DM6.1bn. In Ger- 
many, turnover dropped 15 
pa- cent to DMSAbn. 

Construction groups such 
as Holzmann had run into 
difficulties by taking on 
orders which generated 
short-term cash but were 
unprofitable. Holzmann was 
also affected by the painful 
recession to the German con- 
struction ind u s t ry and by its 
rapid expansion to the 1980s 
and early 1990s which 
proved unsustainable and 
resulted in big losses. 

• O^eLo, the German tele- 
communications company, 
yesterday announced price 
cute of up to 37 per cent and 
the introduction of a simpler 
pricing system in an effort to 
boost its share of the market 
for fixed-line telephone calls, 
writes Tobias Buck to Bodd. 

The company, a joint ven- 
ture between RWE and 
Veba, the energy and Indus- 1 
trial groups, has been lag- 
ging behind competitors, 
particularly In the call-by- 
call sector, where customers 
can choose different opera- 
tors far each call by dialling 
a five-digit number. 

O.teLo's problems forced 
the resignation of Ulf Bahia, 
its chairman, early last , 
month. ( 

Under the new pricing sys- 
tem, the company's call-by- | 
call business will only have , 
two different rates - 44 pfen- 
nigs during weekday busi- 1 
ness hours and 15 pfennigs 1 
on weekends and weekday 
evenings. 

O.teLo's latest move comes 
after Viag Inter kom, its I 
Munich-based competitor, 
announced price cuts for 
its fixed line business last 
week. 


CHEMICALS 


Nova set to sefl Dynegy stake 


Nova, the Canadian chemicals producer, said yesterday rt 
would seek a buyer for Its 26 per cent 
the US energy services company, as part of ns strategy ro 
focus on Ss core commodity chemicals business. Nova s 
.'state in Dynegy was worth US$460m, based on Fnday s 
closing share price. . 

Chevron, the US oil producer, and British Gaa each own 
26 per cent of Dynegy, and have certain preferential rights 
to acquire Nova shares. Nova has engaged Memll Lynch 
to advise on the sale. Dynegy, which had 1997 revenue of 
more than $13bn, markets and trades natural gas and 
power, generates electricity and provides energy services 
in the US and the UK. Its commodity chemicals business 
was spun off as an independent company in July after the 
merger between Nova and TransGanada Pipelines. 

Nova said investors had given little value to its interest in 
Dynegy and shareholders would be better served by rede- 
ploying sale proceeds. The company sad it would review 
all possible business combinations, but officials declined 
to be more specific. Some observers have speculated that 
Nova may also seH its 27 per cent state in Methanex, the 
world's largest methanol producer. Nova recently acquired 
eight styrenics plants from Huntsman, the US chemicals 
group, for US$920m. Scott Morrison, Toronto 


ELECTRONICS 


AMP in court action 


AMP, the Pennsylvania-based manufacturer of electrical 
and electronic connectors which is defending a $9.8bn bid 
from AiBedSignaJ, yesterday went to court in an effort to 
prevent the bidder from placing its own representatives on 
the AMP board. A suit filed by AMP in the US District 
Court accused AfliedSignal of filing a “false and mislead- 
ing" document with the Securities & Exchange Commis- 
sion. ft claimed AJIiedSignai’s inftiatfve to place its own 
representatives on AMP's board would "prevent the cur- 
rent members of the AMP board from fulfilling their fidu- 
ciary duties to AMP under Pennsylvania law". AlliedSignal 
has been looking to increase the number of board seats at 
AMP, and fill those seats with its own representatives, in 
an effort gain control of its target board and overturn 
AMP’s “poison pill" anti-takeover defences. 

Nikki Tart, Chicago 


MEDICAL TECHNOLOGY 


Sulzer Medica still in talks 


Suteer Medica, the Switzerland-based medical technology 
company, said yesterday ft was still in talks on the sale of 
its pacemaker division. Andre BucheJ, chief executive, said 
in spite of Increasing competition in the US market he 
was optimistic of a deal before the end of the year. 

He was speaking after the company presented Its first- 
half results, which showed a 4 par cent rise to SFr66m 
($43 .8m) in net profits, on net sates of SFi608m up 15 per 
cent Adjusted for currencies and acquisitions, sales rose 5 
per cent 

First-half operating profit after exceptional items and 
goodwill amortisation fell from SFr95m to SFr89m. For the 
second quarter, net Income was steady at SFr32m. 
Agencies, Zurich 


FOOD RETAILING 


Ahold plans $2bn share issue 


Ahold, the Dutch foods retailer, said yesterday it would 
issue about $2bn worth of common shares next month to 
finance its purchase of Giant Food, the US supermarket 
group. A banking syndicate led by Goldman Sachs and 
ABN Amro Rothschild will manage the sate, during the two 
weeks from September 10. Terms of the subseritXon 
rssusj which was widely expected to hefp finance the 
$2Bbn acquisition, will be published on September 8 

rec ®t'{®d acceptances fc^morefoan 80 
per owrt of Glares equity, said it may raise part ofthe 
payment via an Issue of convertible bonds. 

If completed next month as planned, the takeover will 
make Ahold the fourth largest food mSH SES 
Jeremy Gray, Amsterdam 


Squeeze on talent edging KPMG consulting arm into IPO 


By Jin Kelly 


The revelation that KPMG Peat 
Marwick, the US professional ser- 
vices firm, may take a sizeable 
ch unk of its management consul- 
tancy business public has 
prompted the inevitable question: 
how much, given its Sl.Shn 
annual revenues, is the sale 
worth? 

The answer could help shape 
the professional services sector - 
and not just in the US. KPMG Is 
the first of the Big Five accoun- 
tancy-based professional service 
firms to consider a public offer- 
ing: success could tempt others 
to the market 

“Price premiums in this sector 
are at an all-time high." said one 
senior executive of KPMG, a firm 
with a relatively weak US posi- 


tion among the Big Five. “We 
need to make an acquisition and 
it is bound to be US-based. We 
would have to raise the capital 
somewhere." 

Analysts say Steve Butler, CEO 
of the firm, has chosen the per- 
fect time to sell. Investment 
bankers have been taken on by 
KFMG’S board to weigh the mer- 
its of an initial public offering of 
SO per cent of the management 
consultancy business with reve- 
nues of $500m. A private sale is 
also possible. 

"These kind of companies are 
very hot at the moment There is 
a need for capital to meet a wave 
of consolidation ahead of the 
year 2000“ said Maris Wolfenber- 
ger, an analyst with Credit Suisse 
First Boston in New York. 

Competitors are frankly aston- 


ished. In its recent ditched 
merger with Ernst & Young, foe 
leaders of KPMG are said to have 
insisted on assurances that the 
merger would not encourage any 
drift towards separate develop- 
ment of the “me" business. 

Several factors may have 
prompted a change of heart Mr 
Wolfenberger points to research 
showing, up to 200,000 unfilled 
positions in the IT sector - a big 
part of the “me" sector. 

US data shows a slide in foe 
number of computer and electri- 
cal engineering graduates avail- 
able. Poor perception of the sec- 
tor among High School students 
signals no improvement 

But baying a management con- 
sultancy is fraught with danger 
as the assets - the skilled person- 
nel - can just walk out of the 


door. The KPMG route seems 
safer with the owner-manager 
partners reaping the benefits of 
an IPO and the lucrative poten- 
tial of stock options. 

For clients, the skills shortage 
has met the year 2000 compliance 
problem at exactly the wrong 
time. “It’s the final pluck on a 
guitar string which is already too 
taut," says Wayne Segal, a fellow 
CSFB analyst. The. market for 
combating the millennium prob- 
lem alone is estimated at 
between SiOQbn-JSOObn world- 
wide. 

Analysts believe those provid- 
ers likely to benefit from the 
squeeze on talent will he the ones 
with foe highest gross margins. 
“Vendors with the highest gross 
margins are generally providing 
foe highest value-added service 


and are likely to attract foe best 
talent," says Mr SegaL 

Mr Wolfenberger and Mr Segal 
put KFMG’s management consul- 
tancy business towards the top 
end of the gross margin, league - 
probably in excess of 40 per cant 
This puts It alongside companies 
like Whittman-Hart, Cambridge 
Technology Partners, Interna- 
tional Network Services and Dia- 
mond Technology Partners. 
Given this peer group what could 
KPMG expect to raise from an 
IPO? 

Projecting forward revenues to. 
$2-lbn In foe coming year with- 
an estimated profit margin of 18 
per cent gives an operating profit 
of around $38Gm. That would 
value the business, using a multi- 
ple taken from the publicly 
quoted competition, at between 


$8bn and $10bn - with the IPO 
being worth around $3bn. Using 
the peer group again as a bench- 
mark another route to the value 
would be roughly four times rev- 
enues 1 or around $8bn for the 
whole business and S2J5bn for foe 
IPO. 

These numbers are almost too 
good to be true. Several senior 
partners felt .that the nature of 
the partnership structure under- 
mines foe rationale. .. 

"If we could raise that kind of 
money we’d float tomorrow,” said 
one. “But you have to go on pay- 
ing foe partners and foe operat- 
ing profit comes before they gat 
their cut." 

Mr Wolfenberger and Mr Segal 
acknowledge foe problems of get- 
ting at the real operating profit of 
private partnerships, “But I 


would be very surprised if it te 
not doublfrdigits," says Mr SegaL 

?° mt out *hat the shift 
to a stock option rewards system 

compensate for 
foe loss of traditional remunera- 
tion. They also say that figures of 

SHE? * Z ?2. are for foartwtvit 

and that most IPOs float 
at a discount 

nfi-Sto «e why KPMG* 
Jrr. lej ^ e f shl P is treading cur* 
Man* But is everything- 
Management consultancy Is a 

sw 2 nd business. 

Steve Butler may well judge that 

catch foe market 

word inside the fixm is 

adl£% 2 l0Uld not * etov * r - 

fois is ntPivL* 4,0 8ravy traln " 
^ te not Goldman Sachs." a aid 
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AMP warns of effects of volatile markets 


By Bwwi flettsoa in Sydney 

AMP. Australia’s largest life 
Insurance, ■ fund manage- 
ment and financial services 
group, met market expecta- 
tions yesterday with its first 
half-year earnings announce- 
ment since demutualising in 
1997. The group, which 
floated on the Australian 
and New Zealand stock mar- 
kets in mid-June, predicted 
full-year ^profits- would reach 
prospectus forecasts of 
between AtTMm (USMSOm) 
and AJSTZm. 

However George Trum- 
bull, chief executive, warned 

HK group 
loses its 
A+ credit 
rating 

By LettiM Lucas in Hong Hoag 

Hutchison Whampoa, the 
Hong Kong conglomerate 
controlled by LI Ka -siting 
and one of only two corpo- 
rates in the territory in pos- 
session of a sovereign credit 
rating, was toppled from its 
perch yesterday by Standard 
& Poor’s. 

The US rating agency 
downgraded Hutchison 
Whampoa from A+ to A, cit- 
ing weaker prospects for a 
near-term recovery of earn- 
ings and heightened gearing. 
Sun Hung Kal Properties, 
now the sole A+ rated corpo- 
rate, is itself on review for a 
potential downgrade. 

The move comes as reces- 
sion ensnares Hong Kong. 
Coupled with tight liquidity 
and plunging asset prices, 
the economic turmoil has 
ravaged corporate earnings 
and damped prospects. 

Hutchison Whampoa, 
which will report on Thurs- 
day, is expected to aee pre- 
provision earnings slide 6 
per cent to HK$7.35bn 
(SUS948m), according to 
Goldman Sachs. Analysts 
are forecasting a hit of 
HK*J?bn-HK$3bn from proid- 
‘slons at'the halfway stage. 

However, the stack fa stiD 
seen as one of the more 
robust In Hong Kong. “While 
liquidity is tight out there, 
banks would have two or 
three top names they would, 
still be willing to lend to, 
and 1 think Hutchison would 
be one of them, albeit maybe 
at a slightly higher cost," 
said Mike Warren, conglom- 
erates analyst at Goldman 
. Bachs. He pointed to Its high 
proportion of income from 
more stable streams. 

The group is' .also in a 
stronger cash position than 
a number of its peers, follow- 
ing hut year’s usgsbn cash 
raising. SteOa Sbao, analyst 
at Standard A Poor’s, added 
currency exposure was not a 
big concern as it had US 
dohar-denominated assets to 
provide hedging. 

Of wore concern was the 
recovery of earnings to the 
face of prolonged economic 
.turmoil in Hong Kong and 
Asia; Increasing exposure to 
the capital-intensive tele* 
communications sector; and 
a less sohd financial profile, 
stemming from increased 
net leverage which now 
stands at about 35 per cent, 
compared with 15 per cent 
for IBM to 1996. 
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the second half couM be vtfl- 
atile. "Assuming there is no 
mhJor downturn in the mar- 
. ket, we axe wen on track to 
achieve the full-year forecast 
in the prospectus... VolatS* 
tty in the markets, however, 
makes forecasting vey diffi- 
cult," he said. 

Alup said net profit before 
extraordinary items in the 
sis months to June was 
A $6031X3, well above the 
median range of market fore- 
casts. As foreshadowed in 
the prospectus, the group 
took an extraordinary loss of 
A$i.67bn on the coats of 
demutualisation, accounting 


changes and corporate 
restructuring, for a bottom- 
line loss after extraordi- 
naries of Afl.OTbo.' There 
was no interim dividend, ss 
predteted. 

On the stock market, AMP 
shares fell more than L5 per 
cent to ACUBL Analysts 
said the group’s investment 
earnings and operating mar- 
gins-in the half-year were 
sot as strong as expected. 

AMP said total investment 

return , on shareholder capi- 
tal was A$479m far the half 
year, compared with A$7l3m 
for all of 1987. 

Mr Trumbull said AMP’s 


return on equity continued 
its “excellent trend”, rising 
!<L8 per cent In the six 
months compared to za.4 per 
oettt in the whole of 1997. 
The group's performance 
was helped by the strength 
of overseas investment raar- 
kate.- In tin UK alone, the 
equity market rose IS per 
cent In the first half. Mr 
Trumbull said. The weaken* 
tog of the Australian dollar 
in the first half also helped 
increase the relative value of 
AMP'S UK operations, 
reflected In an increase of 
AgiflSm in AMP's foreign 
currency translation reserve. 


The group has expressed 
strong interest in other 

insurance or foods manage* 

meat acquisitions in the UK, 
as well as in Australia. 

First-half investment 
income, was A$479m. com- 
pared with AS7i3m for the 
foil year. The group Mid 
operating margins were 
A$i56m for the half year, 
compared with A$247m for 
the foil year. Paul Batchelor. 

AMP chief financial officer, 

said the figure was in line 
with prospectus forecasts 
and would meet foil-year 
forecasts of A$27im, 

Funds under management 


surged 50 per cent on the fall 
year to a record B72bn, plac- 
ing AMP as Australia's big- 
gest investment manager. 
The increase was largely due 
to UK operations, following 
the A$92Qm acquisition of 
Henderson, the UK fond 
manager, to March. 

Cost savings at Henderson 
were 3J5 times ahead of esti- 
mates and there would be 
more savings across the 
group. Mr Trumbull said. 
Pearl Assurance, AMP's UK 
insurance operation, was 
“on track for an ll per cent 
increase in new business'* by 
the end of 1998. 


Lufthansa opens the throttle 
and hopes for a smooth ride 

German national earner is on a high, but any rise in fuel prices or 
economic downturn could dip its wings, writes Graham Bowtey 


T im excited crowds tf east 
German holiday-makers 
at Leipzig’s shiny new 
airport this- summer would 
have been xuxbeUevable 10 
years ago. before the Berlin 
Wall fen. Today they are a 
common feature .across for- 
merly communist east Ger- 
many. 

Germans from -west and 
east are travelling more by 
air these days, and they are 
flying farther. This pleases 
no one more than Jflrgen 
Weber, chairman of Luft- 
hansa, Germany's national 
carrier. 

The surge In air travel is 
one of the main reasons for 
the renaissance at Kronich 
or "Crane" - as the Germans 
dub Lufthansa because o t its 
wading-bird symbol. It car- 
ried 44m passengers last 
year, a third more than five 
years ago. This has trans- 
lated into profit: whan Luft- 
hansa publishes its latest fig- 
ures today they are expected 
to show It well on the way to 
pre-tax earnings of DM2bn 
($l.lbn> this year, against 
DMlfftm last year.. 

"Lufthansa is right now 
one of the world's most prof- 
itable airlines," aays Uwe 
Weinfeich at BHF Bank in 
Frankfurt, 

The carrier has been here 
before. In 1985, after recover- 
ing from huge losses in the 
early 1990s, its profits ware 
at a record Mgh and its pros- 
pects looked bright But 
within a year it had run, Into 


difficulties caused in part by 
soaring fuel prices and a 
price war. 

This could happen again. 
Ixw fuel prices are xmlikaly 
to continue. There are also 
rumblings of a world eco- 
nomic downturn, which 
would bit air traffic and 
could trigger a new prloa 
war. Already, airlines' share 
prices have dipped. 

And then there Is Asia. 
The crisis has slowed pas- 
senger growth in the region, 
but so far thin has barely 
touched Lufthansa, which 
has less exposure to Asia 
than other airlines. Where it 
is more vulnerable is in 
cargo: It earns around a 
third of Its revenues flying 
German machine tools and 
white goods to countries 
such as Japan and Malaysia. 

-However, the airline 
appears In good shape to sur- 
vive any eventuality. Cru- 
cially, it is generating 
healthy profits on interconti- 
nental flights. For several 
years, European business 
was its best performer, while 
intercontinental and domes- 
tic flights struggled. Now, 
only its domestic flights are 
loss-making. 

It has adrted gut its -hub 
strategy, feeding passengers 
into Frankfurt, where they 
transfer to long-haul flights 
with Lufthansa. , It recently 
dosed its Berlln-to-LoadQU 
route, partly because It was 
deHveting passengers to the 
rival British Airways* - 


But the most Important 
Innovation la the Star Alli- 
ance. Lufthansa's cosy 
link-up with a handful of 
other airlines which allows 
them to funnel passengers to 
each others’ flights and cut 
costs by sharing services 
and pooling buying power. 

The alliance, signed last 
year, was a bold stroke by 
Mr Weber, giving Lufthansa 
extra muscle in a fierce 
global market. One measure 
of its early success Is the 
gain in market share on 
North Atlantic flights, where 
Lufthansa passenger num- 
bers are growing rapidly. 

Lufthansa Is also a leaner 
organisation than three 
years ago. In 1996, Mr Weber 
launched a programme to 
lower costs, per passenger 
per kilometre, to 15 pfennigs, 
a goal which the airline 
insists it Is dose to achiev- 
ing. “Mr Weber Is a very 
cost-conscious guy,” said 
Jfirgen Pieper at Deutsche 
Bank In Frankfort 

.There have been pay and 
hire freewis and innovations 
such as electronic ticketing. 
An important step was a 
two-year pay deal, which 
runs until next spring, to 
keep wages down in return 
for lob security. 

But Carl Michel, chief 
executive of Deutsche BA, 
British Airways' German air- 
line, contends. Lufthansa is 
overstating the Inroads it 
has made an casta. “Every- 
thing is pumping weQ on the 
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revenue side but they have 
let costs drift. It will catch 
up with them.” he said. 

Germany’s high costs are 
one reason Lufthansa has for 
so long been loss-making in 
Its domestic market. It has 
also faced formidable compe- 
tition from new rivals - 
most notably Deutsche BA. 
which has captured around 
14 per cent market share. 

T o improve its competi- 
tive position, Lufthansa 
baa given up some short- 
haul flights to regional Ger- 
man airlines, and it is now 
even considering launching 
a low-cost airline of its own. 
Its final link to the state 
was cut last October when 
the government's remaining 
38 per cent stake was sold in 
a public offering which 
raised, around DM4.7bn. 


Already there are some 
shifts in company bohaviour 
the airline estimates around 
30,000 workers, or more than 
half its staff, now own Luft- 
hansa stocks. This, and a 
one-off DMlQQra profit-shar- 
ing bonus offered this year, 
will discourage workers 
from malting excessive pay 
demands. 

Lufthansa Is also using the 
freedom offered by privatisa- 
tion to revalue some of its 
hidden assets - Its stokes in 
Amadeus, the ticketing sys- 
tem, in its own catering 
business and in DHL. the 
express mail company, are 
being lined up for flotation. 

Such steps have put extra 
wind under the wings of Ger- 
many’s "Crane". Mr Weber, 
with an eye on the economic 
cycle and on Asia, will be 
Imping the ride is smooth. 


Camerlin quizzed over Brierley move 

S5DS 


By Twry HaB in HWBngtoa 


Sir Roger Douglas, chairman 
erf Brierley Investments, yes- 
terday demanded that 
Camerlin, the New Zealand 
group's main shareholder, 
state its agenda for seeking 
to remove him amid specula- 
tion that it was pl a nn i n g a 
takeover bid. 

Camerlin, a group of 
Malaysian, Indonesian and 
Singaporean Investors, had 
announced it was calling a 
shareholders' meeting of all 
Brierley Investments’ 108,000 
shareholders to vote for Sr 
Roger's removal. Camerlin 
has a 20 per cent stake 
which gives it the right to 
demand a meeting under 
New Zealand company law. 

Sir Roger said he had been 
nominated as executive 
chairman by Camerlin in 
April in the shake-up that 
saw the py-king of Bob Mat- 
thew as chairman and Paul 
Collins as nw«r executive. 

He questioned why Camer- 
lin required a meeting of all 
Brierley'* shareholders to he 
called now, before the ached- 
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uled directors’ meeting next 
Monday which la to make a 
final decision on the compa- 
ny’s strategic direction, 
review financial policies and 
consider the appointment of 
a new chief executive. 

Noting the takeover specu- 
lation, he said: “My duty fa 
to see interests of all share- 


holders are protected and 
not just those of a 20 per 
cent shareholder." 

Camerlin ’s demand for his 
removal follows fast week’s 
collapse of negotiations to 
sell Thistle, the UK hotel 
group in which Brierley has 
a 46 per cent shareholding. 
Brierley had been hoping the 


sale would raise more than 
NZJ2hn (US$983m). 

Sir Roger said that the col- 
lapse of negotiations was a 
disappointment but “the 
sample fact was that there 
was not an offer that the 
directors of Thistle or Brier- 
ley could accept”. 

Apart from speculation 
about a planned takeover, 
there have also been sugges- 
tions that Camerlin is dis- 
turbed by reported plans 
that directors Intend to slash 
the dividend to 2-3 cents a 
share, The dividend, which 
is currently 9 rents, gives 
Camerlin a cash injection of 
NZgMm, helping Us balance 
sheet which has been under 
pressure because of the 
Asian crisis. 

Sir Roger, a fanner New 
Zealand finance minister, 
has been orchestrating a 
shake-up In Brierley since 
his surprise appointment to 
head the company. 

Under his leadership the 
group has made asset sales 
of about NZSSOOm and 
announced plana to cut its 
Investments from the pres- 


ent 60 to is, quit the US and 
Asia, and concentrate on 
Australia, New Zealand and 
the UK. 

The collapse of the Thistle 
sale has further undermined 
the Brierley share price 
which traded at 71 cents yes- 
terday. down from a 12- 
month high of $1.45. 


NEWS DIGEST 


OIL SERVICES 


Aker Maritime to unveil 
UK acquisition plan 

Akor Maritime, the oil services unit of the Norwegian 
holding company Aker RGI, wffl announce today plana to 
buy Geneab Engineering Consultants of the UK. The deal, 
worth "tens of miffions of krone" according to Akor. Is 
designed to boost profit margins in its UK arm. 

Genesis, which employs 200 people, provides concep- 
tual solutions for developing oil and gas fields and extend- 
ing the production We of maturing fields, it accounts for 
about 40-50 per cant of an front-end study work in the 
North Sea, according to Chris Harding, a Gamete partner. 
Valeria SkQld, OsJo 

GOLDMINING 


Aneka Tambang surges 

Anoka Tambang, the partially privatised Indonesian gold 
and copper mine, reported a 10-fold increase in interim 
net profits, helped by the depredation of the rupiah and 
high margins on deposits of cash in banks. 

The company, scheduled for a further divestment by the 
government this year, said net profits for the fast six 
months of this year reached Rp251,ftbn ($22m), up from 
Rp23.9bn in the first half of 1997. Net sates tripled, from 
Rp1S9.6bn to Rp51£k8bn, despite the slump In gold and 
copper paces, interest expenses rose because of Indones- 
ia’s surging interest rates, but the company had sufficient 
cash to earn more on its deposits than it spent, leaving a 
net Income of Rp29,9bn. 

Andre's profits are exceptional in Indonesia's crisis-rid- 
den industry, whh exporters benefiting from the coflapse In 
the rupiah. In dollar terms, sates fell but profits rose 
sharply because of a limited Increase In the cost of goods 
sold. 

Operating expenses more than doubted, from Rpl6.9bn 
to Rp42.3bn, but only amounted to Just over 10 per cent 
of gross profits, which totalled Rp411^bn. A foreign-ex- 
change loss of Rp34.6bn on outstanding loans made little 
impact on this figure. Sender Thoenes, Jakarta 


MEDIA 

Muscat quits Fairfax 

John Fairfax Holdings, the Australian media company, yes- 
terday said Robert Muscat had resigned as chief executive 
to join PMP Communications, the magazine publisher. Mr 
Muscat's departure follows recant boardroom upheaval at 
Fairfax, in May. Brian Powers was elected chairman, repla- 
cing Rodney Price, who resigned. 

Mr Muscat said his association with Ken Cowley, PMP 
chairman, was a factor in his decision to leave Fairfax. 

“Ken and I worked successfully together for over two 
decades at News Ltd, and his offer to me on behalf of the 
PMP board was especially exciting and enticing, " he said. 
Mr Muscat joined Fairfax as chief •executive In August 
1996 from his position of chief operating officer of News 
Ud, the Australian unit of Rupert Murdoch's News Corp. 

Fairfax said h would hire an executive search company 
to replace Mr Muscat In the meantime a three-person 
management committee win assume the duties of the chief 
executive. AP-DJ, Sydney 
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Comalco climbs to A$123.8m 

Comal co, the Austraflan aluminium producer 67 per cent 
owned tty Rio Tinto Ud, yesterday posted a sharp rise in 
fast-half net profit, from A$69.6m a year ago to A$1 23,8m 
(US$72m). The company said earnings In the second half 
could exceed the Hist-half result If currencies and prices 
remained stable. 

Comalco said it would appoint John Morschal, a direc- 
tor, as chairman to replace Leigh Clifford, who Is resigning 
to concentrate on his rote as chief executive of Rio Time's 
energy division. 

Comalco said aluminium demand In western Europe and 
the US remained strong while market conditions In Asia 
were stHl difficult Despite the problems in Asia, sales in 
the region were maintained at levels similar to last year's. 

Asia accounts for about 25 per cent of world consump- 
tion, the company said. Reuters, Sydney 


Pioneer unveils plan to double sales 


By Alexandra Harney bi Tokyo 


Pioneer, the troubled 
Japanese electronics group, 
yesterday unveiled a pian to 
remake Its corporate Image 
and double its sales by 2005 
by developing digital televh. 
atoms, video disc players and 
ear navigation systems. 

The electronics group, 
which specialises in car ste- 
reos and laser-disc technol- 
ogy. arms to .raise sales to 
YlioObn (»Bhu) and after 
tax earnings to Y55bn by 
2005, It also hopes to raise Its 
return on equity from L9 per 
cent last year to 10 per cent 
in the same period- 
' Higher profitability would 
be achieved. by developing 
new technologies. - said 
Ka&eo I to, Pioneer president. 
The group alms to generate 

40 per cent of sales from new 
products. Including plasma 
display panda (PDPs) fdr 
digital televisions, digital 

video disc (DVD) video play- 
ers, and digital satellite 
broadcasting equipment 


He estimated that Y27Qbn 
of turnover would come 
from DVD products, Y120bn 
from PDFs, and Yiaobn from 
. car navigation systama and 
boxes for BgtaUttB television 
reception. 

In order to meet the 
return-on-equlty target, Mr 
Ito proposed a 5 per cent 
reduction in administrative 
expenses and coat reductions 
at production plants in 
southeast Asia. He also said 
the group would spend 
YlSbn to improve production 
facilities for PDPs. 

Although sales have 
Improved In spite of weak 
Japanese, consumer demand, 
the heavy costs of restruct- 
uring have hurt profits 
recently. In the year to end- 
Maroh, the company 
reported after-tax earnings 
at YILfibn. after restructuring 
charges led to losses of 
nearly Yiobn the year 
before, fo the first qpartar of 
this year, group profits 
plunged 82.7 per cent to 
YVprm, despite & 7.1 per cent 

\ 


growth in sales to Y139bn. 

However, the company's 
long-term prospects were 
strong, analysts said, Its 
position in the global DVD 
and ear navigation system 
markets would contribute to 
Improved profitability in foe 
next three to five years, said 
Mnsashl Kubota, analyst at 
ING Barings in Tokyo. Pio- 
neer has 50 per cent of the 
DVD market in the US, and 
20 per cent erf the Japanese 
market, according to ING 


"I think recent perfor- 
mance fa Just a short-term 
fluctuation , . . Pioneer fa suf- 
fering from the high start-up 
costs of these businesses and 
It will reduce losses in the 
next tew years," said Mr 
Kubota, He estimated that 
group profits would grow to 
Y45bn, on turnover of 
Y900bn, by 3005, as tough 
conditions In the industry 
narrowed the group’s profit 
margins. 

■With growing price compe- 
tition in the consumer elec- 


tronics market, Pioneer 
would need to lower its cost 
Structure to compete with 
rivals Fujitsu, Sony and Mat- 
sushita. Mr Kubota said. 

• Pioneer and Canal Plus, 
the French pay-television 
company, have formed an 
alliance to manufacture and 
promote a new generation of 
digital television set-top 
boxes compatible with Euro- 
pean and US standards, 
writes John Gapper. 

The link-up, which also 
includes C-Cube Microsys- 
tems and. DiYlCom, which 
makes components for cable 
television systems, will pro- 
duce a complete system 
capable of receiving digital 
programmes and interactive 
services. 

The system fa Intended to 
comply with standards set 
by the OpoR Cable group 
in the US and the Digital 
Video Broadcasting Project, 
which includes about 200 
broadcasters and official 
organisations Involved In 
television. 
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PHARMACEUTICALS US GROUP GIVEN EXCLUSIVE LICENSING DEAL FOR A PLANT-BASED APPETITE SUPPRESSANT 


Phytopharm in ‘botanicals’ tie with Pfizer 


By Jonathan Guthrie 


Phytopharm, a small British 
company which develops 
drugs from plant extracts, 
has licensed a plant-based 
appetite suppressing com- 
pound to Pfizer, the big US 
pharmaceuticals group. 

The collaboration repre- 
sents an endorsement both 
for Phytopharm and for 
“botanicals" - plant com- 
pounds often selected for 
drugs research because they 
are used by folk healers. 

Richard Dlxey, chief exec- 


utive of Phytopharm, said: “I 
think this is a milestone. If 
you think of a partner, this 
is no diddlysquat pharma- 
ceutical company, this is 
Pfizer - it will make people 
sit up and think Phytopharm 
is talking to multinationals." 

Shares in Phytopharm, 
which have risen sharply in 
recent weeks on speculation 
about a deal, closed up 7 per 
cent at 125p yesterday, after 
reaching 138p. They have 
Jumped by 30 per cent since 
the beginning of August 

Pfizer has acquired exclu- 


sive rights to develop and 
market a compound based 
on a South African plant, 
called P57, which is intended 
to reduce the appetite. In 
return it will pay up to 532m 
to Phytopharm in lic encing 
fees, and in “milestones" - 

payments triggered by prog- 
ress in research. Pfizer win 
contribute frm to an initial 
development programme 
conducted by Phytopharm. 

Regulators in the lucrative 
US drugs markets have been 
wary Of licensing botanicals 
for tests on humans. There 


have been concerns that 
complex compounds which 
have not been fully 
described chemically could 
vary in composition, with 
dangerous consequences. 

Mr Dixey said that there 
had been a change in atti- 
tudes at toe US Food and 
Drugs Administration. This 
followed the granting last 
year of approval for human 
tests of Phytopharm’s 
eczema treatment Zema- 
phyte. He said: "The regula- 
tors are now happier [with 
botanicals] because we have 


demonstrated we can exer- 
cise tight control of produc- 
tion standards." 

The US would be toe key 
market for the new drug. 
Between 35m and 55m 
Americans are thought to be 
obese. The US market for 
prescription drugs for the 
condition is estimated at 
more than $3bn a year. The 
costs of treating obesity 
related disorders are 
believed to be more than 
575bn annually. 

Richard Campbell, a phar- 
maceuticals analyst at Pari- 


bas, the broker . said toe roy- 
alty and milestone money 
was “peanuts" for Pfizer, one 
of the biggest -drug compa- 
nies, but would be useful for 
Phytopharm, which is loss- 
making and has only about 
£4m cash reserves. ' 

Mr flamphPU <urid mret 

important element, of the 
deal was the percentage of 
sales that would be paid to 
Phytopharm to royalties If 
P57 ran pe to mark** This is 
thought to be 10. per cent, 
much higher toe nor- 
mal 5 percent. 


Miner whose shares also excavate the depths 


Since listing in London a year ago, Billiton 
has been the worst performing stock in 
the FTSE 100, writes Kenneth Gooding 


B illiton, the metals and 
mining group which 
had such high hopes 
whra it listed In London and 
raised nearly £lbn just over 
a year ago, has the unwel- 
come distinction of being the 
wor st per forming share in 
the FTSE 100 Index in the 
past 12 months. 

When the group was spun 
off by Gencor of South 
Africa and listed in July 1997 
at 220 p a share, it had a mar- 
ket value of £A6bn and was 
the 48th biggest company cm 
the exchange. Now its price 
has sunk to I22p at yester- 
day's close, down 3Vip, and it 
has slipped towards the bot- 
tom of the FTSE 100 rank- 
ings, s tanding 91st at last 
night's close. 

It is not just the slump in 
metals prices, caused by 
Asia’s economic woes, that 
has weighed on Billiton's 
shares. South African insti- 
tutional investors that 
owned about 78 per cent of 
the group after the listing 
have since cut their com- 
bined interest to 60 per cent 
In South Africa. Brian Gil- 
bertson, Billiton's c hair man, 
and Mick Davis, finance 
director, are regarded as bril- 
liant, entrepreneurial man- 
agers who have revolution- 
ised Gencor. The Billiton 
base metals operations and 
Gencor’s gold business have 
been spun off and positioned 
to grow internationally. 

Why then have South Afri- 
cans been selling so heavily? 
The main reason is that the 
South African government 
recently permitted its 
domestic institutions to buy 
foreign shares. Up to 15 per 
cent of an institution’s port- 
folio can now be in non- 
South African companies. 
Some 74 per cent of Billiton’s 
shares were held by only 
five South African institu- 
tions at the listing. There- 
fore it is not surprising that 
they decided to sell some of 
this liquid stock and swap 
into other UK companies. 

To pile on the agony, San- 
lam. the South African 


financial group, decided to 
reduce its stake to Billiton 
from 15.7 to 10.9 per cent as 
part of its plan to demutu- 
alise. Dresdner Kleinwort 
Benson bought toe Sanlam 
stake for about 158p a share 
but there was speculation 
the' onward sale of the 
shares had been mishandled 
and DrKB was left with 40m- 
50m of toe 10lm shares. 

r .onflow institutions, mean- 
while, are far from enthusi- 
astic about Billiton and 
regard Mr Gilbertson as an 
unknown quantity. "We 
never see him", complained 
a broker. Mr Davis Is per- 
ceived as rather abrasive 
and even a little arrogant at 
times. 

Those institutions who 
want a core mining stock in 
their portfolio mainly prefer 
Rio Tinto. the world's big- 
gest mining group and one 
with a management team 
well liked to the City. 

In the UK, there Is also a 
feeling of disappointment 
about Billiton’s failure so Ear 
to put the. cash it raised to 
good use. Many investors 
and analysts left toe road- 
shows promoting toe listing 
with the idea that a substan- 
tial acquisition was under 
consideration. None has 
materialised. Instead the 
group announced it wants to 
buy back up to 10 per cent of 
its shares. 

“We know Billiton has 
looked at lots of potential 
deals.” said one broker, “but 
they know the UK invest- 
ment community will look 
very closely at any mega- 
deal and the management is 
probably a little nervous.” 

Mr Gilbertson rejects this. 
Also, he says: “The worst 
thing to do is to spend 
money just because it is 
there." 

Billiton has done every- 
thing it promised to do at 
the time of the listing, be 
insists. That included 
approving a 5585m expan- 
sion of the Worsley alumina 
refinery in Australia, in 
which Billiton has a 30 per 



cent interest, and giving toe 
go-ahead for the Sl-2bn 
Mozal smelter project in 
Mozambique, in which Bun- 
ton has a 47 per dent share. 

Billiton also announced in 
July it would buy the rest of 
the Ingwe coal company in 
South Africa for R2.97bn 
(5450m). “That was not men- 
tioned [at the listing] and is 
not a small deal." says Mr 
Gilbertson. 

"The market knows we are 
interested and have the 
money to do deals. Our proj- 
ect teams have looked at 
everything that has come 
along." 

He acknowledges some 
mistakes to early communi- 
cations with toe City. As for 
his perceived role as an 


"absent chairman,” he 
insists it was made dear at 
the time of the listing there 
would be a transitional 
period when he would split 
his time between Billiton in 
London and Gencor in South 
Africa. 

Three of Billiton’s five 
executive directors are to 
London fall time. 

Early this year, Gencor 
merged its gold operations 
with those of Gold Fields of 
South Africa to form the 
world’s second biggest gold 
producer. 

Mr Gilbertson became 
interim chairman of the new 
Gold Fields and this added 
to the perception that he 
was spending most of his 
time in Johannesburg. 


However, be points out T 
won’t be at Gold Fields at 
the end of toe year." • 

Russell Skirrow, analyst at 
Merrill Lynch, who rates Bil- 
liton a “long-term buy" sug- 
gests that toe company has 
attempted to lift its share 
price by giving two rela- 
tively upbeat profit forecasts 
last month. 

It also intends to 
announce its full-year 
results on September 7, tim- 
ing the release an hour or so 
before the next meeting of 
the FTSE 100 Index commit- 
tee. 

"A good set of figures 
should help Billiton keep its 
place in toe index." Mr Skir- 
row says. Tf It falls out it 
might never get back." 
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Allied Domecq trading 
statement disappoints 


By David Btacfcwelt 

Allied Domecq, toe spirits 
and pubs group, yesterday 
said trading for its first 11 
months had been “broadly 
as expected". 

Analysts described the 
trading statement as “dull", 
said said a share price fall of 
6p to 535p reflected the 
absence of any corporate 
news. “The market will not 
be happy until the board 
comes up with some sort of 
deal.” said one. 

The group, which reports 
results for the full year to 
August 31 on October 27, 
said it wanted to follow best 


practice ahead of the intro- 
duction of new accounting 
standards next year. 

As to corporate activity, it 
stood by the views of Sir 
Christopher Hogg; chairman, 
in April at the time of toe 
interim results. Then he said 
the group was exploring 
opportunities to join forces 
with other drinks groups 
with “persistence and objec- 
tivity". 

The board also remained 
open-minded and pragmatic 
about a possible demerger. 

Forecasts for the frill year 
range from £581 m to £630m 
(SL04bn) before exceptional 
Yesterday’s statement 


revealed charges totalling 
glSTm, including a £45xn defi- 
cit following a revaluation of 
the pub estate, which has a 
value of £ 1 . 8 ira. 

In addition the group said 
the fliB-year impact of ster- 
ling’s strength on the trans- 
lation of overseas profits 
would be £30m. 

The spirits and wine divi- 
sion, which lifted underlying 
first-half trading profits by 
10 per cent, was “on track 
for modest growth in the seo- 
ond-half, except in Asia". 

In the retail divisian,'the 
group said US franchise 
operations were showing 
strong growth. 


Mayflower 
acquires 

SHBton 40% Of 

Metrotrans 


By John GrtTRtte 

Mayflower Corporation, the 
expansionist' engineering 
group that is locked in a 
takeover battle with Henlys 
for the UK truck anfl bus 
group Dennis, is acquiring 40 
per cent of Metrotr a ns Cor- 
poration, the US bus maker. 

John Simpson, Mayflower 
chief executive, said the 

move rnnimmiM claims by 

Henlys that Mayflower had 
no coherent strategy for 
developing Dennis’ bus busi- 
ness to Neath America. 

The deal envisages May- 
flower taking majority con- 
trol of Georgia-based Metro- 
trans within about two 
years, it was promptly 
derided by Henlys as involv- 
ing Mayflower “heavily over- 
paying" for what Robert 
Wood, Henlys chief execu- 
tive, described as a “Dinky 
Toy" company. 

Mayflower is to pay $24&n 
cash for the 40 per cent stake 
to Nasdaq-listed Metrotrans, 
with put and call options to 
respect of a further 23 per 
cent In addition, Mayflower 
is to make available a 515m 
loan and technical assis- 
tance to encourage Metro- 
trans' growth. 

Henlys compared unfa- 
vourably Metrotrans 1 modest 
1997 £49.4m turnover and 
£1.7m pre-tax profits with 
the £364m turnover and 
£29 ,5m pre-tax of Provost 
and Nova, Henlys' own bus- 
making operations in Can- 
ada and the US. Mr Wood 
argued that Henlys therefore 
remained a for more suitable 
partner than Mayflower to 
take Dennis into the North 
American market 

However, the structure of 
the North American bus 
market is complicated, mak- 
ing simple size-for-size com- 
parisons misleading. Nova 
and Prevost concentrate on 
toe integral - chassisless - 
bus and coach sector, while 
Metrotrans specialises to 
medium- and full-sized 
urban and ‘shuttle’ buses 
built on truck chassis. 

Mr Simpson claimed this 
made Metrotrans highly 
compatible with both Den- 
nis, as a potential provider 
of chassis, and Mayflower’s 
Walter Alexander bus body- 
building subsidiary. 

Metrotrans’ product range 
is also geared increasingly to 
the urban transit and ahnttfc 
bus market which Henlys 
identified to its offer docu- 
ments for Dennis as being 
numerically the largest and 
fastest growing bus sector in 
North America. Mr Simpson 
Claims Metrotrans about 
25 per cent of the sector, 
which is led by rival bus 
maker Eldorado, whose 
three plants produce 2.400 
buses a year. Metrotrans last 
year built 1,168 vehicles. 
However, these included 
coach ea, which Metrotrans 
makes under a joint venture 
with Irizar of Spain. 

Mayflower shares slid 2Vip 
tol69*Ap. 


Freepages sales jump in quarter 


By Pari Taylor 


Freepages, the telephone 
information company, yes- 
terday reported a sharp 
increase in revenues for the 
quarter to June 30 and said 
its operational costs were 
expected to grow at a signifi- 
cantly lower rate than rales. 

A pre-tax loss of £S-99m 
(59.88m) in the third quarter 


compared with a loss of 
rayfrn lari HmP anfl brings 
toe loss for the nine nwnflm 
to £&9m (£&2Sm> on sales of 
£l&fim (£KL8m). 

The group, which operates 
both internet and telephone 
information services under 
toe Scoot brand, said reve- 
nues for the quarter were 

24.92m, up 22 per cent over 

both toe second quarter and 


toe third quarter of 1997 
once- one-off items were 

excluded. 

“Our UK business devel- 
oped positive results in 
terms off revenues and 
while operating expenditures 
remained stable,” said Rob- 
ert Bonnier, chief executive. 

The company, which plans 
to switch from Aim to toe 
main market shortly, said 


toe operating loss, excluding 
the group's share of its joint 
ventures and associated 
companies' operating loss, 
was £LX9m (£Z23m). 

The net cadi outflow from 
operating activities and 
in y ps tmente was £3.Km dur- 
ing the quarter and e uftn 
for the nine months. At toe 
end of June toe group had 
net cash of man. 
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So soured are investors by 
toe British Biotech debaele 
that barely an eyebrow was 
raised yesterday when one 
small biotechnology com- 
pany actually delivered on a 
promise. Gatotog lic ensing 
drain with big drugs compa- 
nies - as Phytopharm has 
with Pfizer of toe US - is the 
best way for these emergent 
businesses to gpi" credibility. 

British Biotech eschewed this 
route for for too long- Of 
coarse there is no point get- 
ting carried away with the 
scale of the endorsement. 

Pfizer’s initial 57m commit- 
ment is no more than the before 

fluff to its pocket But it will have done due foh^i«^eK»re 
n< MiTt P Phytopharm’s appetite suppressant to its stable ot 

100 ca* more collaborations. the j-j- 

An. interesting aspect of this project is that the or ug 

comprises a cocktail of ingredients 

regulators have been suspicious tf such m^flnsd matures. 
It is difficult to explain how they wo f* “h t^JuShThe 
consistent reproduction. Yet they 

clinical trial process throws up some high fences for mera 
“botanical” drags to climb. Bui Phytopharm 
brethren have spotted an opportunity to act as a legitimising 
vehicle for natural remedies. 

House prices 

These are sad times for headline writers and 

aTiirp- the animal spirits have departed from toe UK housing 

mark** Dreadful summer weather and a tradtowial holiday 

slowdown are mitigating factors, bat the 

slowing volumes and prices is clear enough. This is hardly 

surprising, g i ve n the rising trend in interest rates and the 

prospect of a less buoyant economy. Still, it is a for cry from 

toe boom-bust rhythms on which many home owners were 

brought up. 

Now. the outlook is much more prosaic. According to 
waHfcr prices are likely to rise by only 5 per cent this year 
and 4 per cent next - hardly investment nirvana, but at 
loact not the trauma of negative equity. The biggest risk is if 
th e economy slips fotn recession. More likely is that lower 
mnrtgagi> rates and rising incomes will underpin prices, 
although those parts of London most exposed to foreign 
fr ny tn p and bankers' bonuses may be more at risk. Boring? 
Yes. Healthy? Yes too. 


Job shake-up 
at ABN Amro 


By Ctay Kants in London and 
Tin Bart to Stocfcbafan 


ABN Amro will today 
ammimre a new bead for its 
global equity directorate. 
The new job far Nick Ban- 
nister, who joined the Dutch 
bank in 1993 from Union 
Bank of Switzerland, coin- 
cides with moves by ABN 
Amro to exert more influ- 
ence aver Alfred Berg, its 
Scandinavian investment 
banking subsidiary. 

Alfred Berg, bought from 
Volvo in 1995. has the high- 
est prestige of any invest- 
ment bank in the Nordic 
region. But it has been hit In 
recent weeks fay senior 
defections to Sweden. Addi- 
tional departures are expec- 
ted to be announced today. 

Mr Bannister replaces 
Carl-Diedric Hamilton, for- 
mer chief executive at Alfred 
Beg, as head of the global 
equity operations, incl uding 
the former Hoare Govett to 
London. 

After a “re-branding” exer- 
cise earlier this year, only a 
handful of ABN Amro 
investment banking subsid- 
iaries were allowed to retain 
their names; Alfred Berg 
was one, but those days now 
appear numbered. 

When ABN Amro reported 


Interim results last week , 
Jan Kalff. chairman, said 
although there was “no 
urgent need" to drop toe 
Alfred Berg name, “eventu- 
ally we will do that." 

Three senior executives 
left Alfred Berg earlier this 
month to join Knskflda Secu- 
rities, toe investment bank- 
ing arm of Skandinaviska 
Bnskilda Banken. They are 
understood to have 
approached Enskilda, rather 
than being headhunted. 

“They saw that ABN had 
integrated London, Moscow 
and New York and clearly 
feared a loss of sovereignty 
for Alfred Berg was immi- 
nent," according to an indus- 
try analyst in Stockholm. 

Per-Anders Ovin. former 
global head of equities and 
chief executive of Alfred 
Bag (Sweden), is to become 
global head of. .equities at 
Enskilda. He was joined by 
BjOm Janssen, Alfred Berg's 
global head of research for 
the Nordic area, and Henric 
Falkenberg. head of equities 
in Stockholm. 

Analysts at Alfred Berg 
ranked top in toe each of toe 
four main Nordic stock mar- 
kets, according to fund man- 
agers polled for the 1998 
Extel survey of investment 
analysts. 
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EQUITIES 


EURO PRICES 


Russian turmoil continues unease 


CURRENCIES & MONEY 


FT SYNTHETIC EURO RATES 


SBBSmBL 

By Phfflp CtflBaa, 

Markets Editor 


European stock markets 
remained fairly uneasy in 
the face erf turmoil in Russia 
and concern that Latin 
America might become the 
latest region to indulge In 

devaluation fever. 

There were rebounds in 
those markets which had 
been worst affected on Fri- 
day, notably Frankfurt, but 
die performance of the conti- 
nent's bourses was distinctly 

mixed, 

■ For once, the three man 
pan-European indices did 


not all move In the garne 
direction. The FTSE Eurotop 
WO index gained 9.12 to 
2/390.99 and the broader 
Enrotop 300 was 2.78- uaha- 
at 1,16029. 

Em the FTSE Ebloc 100 
index, which concentra tes 
on stocks in the core Euro- 
pean single currency conn- 
tries. fell L12 to 969.33. 

Some analysts fhfaiir that 
the fall in European bourses 
since mid-July has been 
overtime, given the strength 
of the continent’s economies 
and low inflation and inter- 
est rates. 

“We continue to believe 
European equities offer 
exceptionally good long-term 


value against bonds, with 
the 10-year Ecu yield now 
below 4.6 per . cent,” says 
Mark Howdie, European 
strategist at Salomon Smith 
Barney. “Equities' recent 
15-20 per cent value adjust- 
ment against bonds seems 
excessive and we stfl] see the 
majority of markets at 
attractive buying levels at 

present,” 

Healthcare,- In the form of 
the volatile Nycomed Amer 
sham, was. the best perform- 
ing sector trf the day, gaming 
42 per cent '. .. 

The UK-dominated brew- 
eries, pubs and restaurants 
sector was the second best 

performer - gaining 2L8 per 


cent - with catering group 
Compass rebounding Ecu 0.1 

to Ecu 8.96 after recent 
weakness. 

The gas distribution sector 
was SLS per emit higher, as 
Merrill Lynch recommended 
both BG -up Ecu 0.1 at Ecu 
5.76 - and Centrica. 

Electronics was the worst 
performing sector, with 
stocks being hit by deterior- 
ating sentiment about 
. pmq - gtog - markets - ~ Lagar- 

dfire fell Ben 2JJ to Ecu S5J54. 

While the engineering sec- 
tor' managed a I per cent 
gain on the day, Degussa, 
which is being sued in the 
US by holocaust survivors, 
plunged Ecu L5 to Ecu 46-51. 
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A single interest view linking the politics of 11 countries with the unknown economics 
of a new currency zone. High yield and high grade research for the new European credit 
markets. Pan European perspective, global vision for key sectors from telecoms to 
pharma, local knowledge on mid-caps. Change means opportunity. 
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Profit-taking sends prices lower 


GOVERNMENT BONDS 


By Vincent Boland in London 
and Joftn Labate in New York 


A bout of profit-taking sent 
prices lower yesterday in 
another day of volatile trad- 
ing. although the tone was 
much calmer than on Fri* 
day. when bunds soared and 
equities tumbled. 

Russia's latest political 
troubles provided a bleak 
background, and the dip was 

expected to be short-lived as 

investors continued to seek 
safe-haven assets. 

"It was a mild profit- 
taking day. It was always 

going to bappen after the 
wild volatility on Friday," 
said Andrew Roberts at Mer- 
rill Lynch. 

Analysts said bond market 
investors were now largely 
immune to bad news from 
emerging markets and were 
increasingly anxious about a 
correction in equity prices. 

European stock markets 
staged an unconvincing 
recovery yesterday, which 
was undermined towards the 
close when the Dow Jones 
Industrial Average started to 
turn down after opening 
slightly higher. 


“A lot of what's happening 
in emerging markets is now 
in bond prices. The nest 
major worry is equity mar- 
kets, to see if there will be a 
sharp correction there," said 
Graham McDevttt at Paribas. 

GERMAN BUNDS led 
European markets lower, 
taking their lead from US 
Treasuries. The September 
bund future settled Q.l? 
lower in Frankfurt at 112.76 
with 530,000 contracts 
traded, but rallied later to 
stand at 11&8S by early even- 
ing. The 10-year bund yield 
closed at 4JT7 per cent. 

The underlying tone 
remained firm, however, and 
was bolstered by preliminary 
inflation data for August 
showing a fall In the con- 
sumer price index compared 
with July. 

More figures due later this 
week are expected to con- 
firm the failing inflation out- 
look In Germany, although 
the data are priced in and 
are unlikely to spark any 
significant shift in bunds. 

Nevertheless, the Inflation 
picture, combined with 
events in Russia and other 
emerging markets, could see 
the Bundesbank under pres- 
sure to do nothing on the 


GECC adds to 
three-tranche deal 


INmERNATlONAL BONDS 

By Edward Luce 


GECC yesterday again 
braved market conditions 
with an add-on to the three- 
tranche deal it pulled ofT last 
week. 

The offering, which was 
the only significant activity 
yesterday apart from a 
smaller issue by Credit Local 
de France, underlined the 
growing demand for quality 
credits in the eurobond 
markets. 
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interest rate front that 
would destabilise matters 
further, Mr McDevltt said. 

NORWEGIAN BOND 
prices slumped after the cen- 
tral bank raised its over- 
night lending rate again, to 
10 per cent, but indicated it 
mig ht be the last rise for a 
while. 

The spread of Norway’s 
10-year bonds over bonds 
widened from 129 to 140 
basis points, and other Scan- 
dinavian markets also fell. 

UK GILTS were lower but 
still lagging behind bunds, 
with the September future 
settling 0.19 lower at 111.04 


on turnover of 81.000 con- 
tracts. The 10-year gilt/band 
spread was one point wider 
at 109 basis points. 

CS TREASURIES were 
mixed at midday, also on 
profit-taking following last 
week's record-breaking flight 
to quality trade. Fears of 
spreading currency devalua- 
tions sparked by events in 
Russia continued to be the 
focus for investors. 

The 30-year bond, the 
benchmark for long-term 
interest rates, was down g 
to 100£ by early afternoon, 
sending the yield hi gher to 
5.472 per cent 


Shorter-term Issues, bow- 
1 ever, managed to push 
slightly higher, with the 
10-year note up A to 102g r 
yielding 5.472 per cent and 
the two-year note up & to 
lOOfi, yielding 5JQ1 per cent 
Investors reacted mikQy to , 
the weekend shake-up in the 
Russian government, leaving 
some surprised that the lat- 
est sign of instability did not 
send bond prices higher still 
The early weakness in the . 
market was also attributed 
'to a sharp rise in stock 
prices at the opening Of trad- 
ing on Wall Street, which- 
was evaporating by midday. 

Investors, however, still-.- 
appear to be catching their 
breath after last Friday's 
sharp rise, which sent the 
long-bond yield crashing to 
record lows. The fact that it 
not only broke through the 
prior resistance level of 5.50 
per cent but remained below 
that yesterday reflected 
ongoing concern over emerg- 
ing markets. 

“There’s still a lot of 
uncertainty as to what Rus- 
sia Is going to do and I think 
that’s going to keep this 
market [US Treasuries] bid," 
said Kevin Logan at Dresd- 
ner Kleinwort Benson. 


MSCI 
changes 
index for 
India 


By Krishna Guta in Bombay 


Primary bond 
issuance put 
on bold 


New international bond issues 


"Only names like GECC 
can issue at times like this," 
said one banker. “But it 
helps if the deal is floating- 
rate and short-dated." 

An official at Paribas, 
which lead-managed the 
offering, said there was a 
shortage of high-quality 
short-dated paper in many 
European currencies. 

French money market 
funds in particular had sub- 
scribed to the French franc 
denominated portion, which 
was doubled yesterday to 
FFNbn. 
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In addition, GECC added 
$4Q0m to the US dollar por- 
tion. bringing the total to 
$875m, and issued an E400m 
tranche which (including 
last week’s D-Mark tranche) 
brings the number of curren- 
cies to four. 

The two-year bond was 


offered to investors at Libor 
flat, roughly 3 basis points 
wider than where GECC 
would have priced it a few 
weeks ago. 

"There has been widening 
in the FRN sector but it has 
been much less badly 
affected than fixed-rate," 


said an official who added 

that both the initial la nnfth 

and yesterday’s add-on were . 
fully subscribed and were 
tracing flat to the offer price. 

A number of other abort- 
dated FRN offerings are 
believed to be in the 
pipeline. 


Morgan Stanley Capital 
International has made radi- 
cal changes to its Standard 
Index for India, winch is 
widely used as a benchmark 
for investors. 

The, index now includes 
information technology com- 
panies Infbsys, NET. Satyam 
Computers and Wipro, core 
holdings for most foreign 
investors. The change recog- 
nises the spectacular growth 
of the software sector, which 
has risen seven times in 
value since the start of 1996. 

MSCI has also added phar- 
maceutical and consumer 
goods companies to the 
index, while deleting a num- 
ber of commodity stocks. 

It said the new index cap- 
tured 54 per cent of the mar- 
ket capitalisation, compared 
with 46 per cent for the old. 
MSCI also raised the overall 
weighting of India in its 
emerging market index. 

The changes reflect pro- 
found . changes within the 
top ranks of corporate India, 
formerly dominated by 
heavy industrial companies. 
Many of these are now in 
decline, and even the most 
successful are suffering from 
slower growth and depressed 
world commodity prices. 

The main domestic bench- 
mark. the BSE 90 index, is 
made Up of the old Industrial 
elite, pins other members of 
the business establishment, 
such as State Bank of India 
and Hindustan Lever. It does 
not include software stocks. 

Analysts say the dismal 
performance of the BSE 30 
exaggerates the uniformity 
of investor experience in 
India. While investors in 
Industrial stocks have lost 
heavily, others have pros- 
pered by backing the sun- 
rise sectors. 


By Edward Luce 


Cash and swap spreads 
achieved relative stability In 
the eurobond, markets yes- 
terday after several days of 
virtual free-fall. But bond 
syndicate heads said there 
was practical! y no scope for 
significant primary market 
Issuance until the Russian 
government had submitted 
its debt restructuring plan. 

“Even then, it Is doubtful 
the turmoil will subside, 
given the massive question 
mark hanging over the Hong 
Kong dollar peg and the lack 
of policy direction in Japan," 
said one banker. 

Broadly speaking, most 
market players expect issu- 
ance to remain subdued 
until well into September at 
the earliest 

“Almost ail the movement 
in the market over the last, 
few weeks has come from 
dealers and traders.” said 
pnman Schmidt, managing 
director at Barclays Capital 
in London. “We are all 
waiting for the real money 
to come back in.” 

Bankers said there was 
more scope in the near 
future for activity in the 
euro-denominated market 
than in other currencies, 
infinriirig the dollar. 

In comparison with the 
dollar sector, the euro mar- 
ket has been twaniated from 
the recent turmoiL This is 
partly because of the differ- 
ent nature of the euro Inves- 
tor base, which is dominated 
by European funds that tend 
to hold bonds until maturity. 
The market in euros is thus 
much less liquid - and price- 
sensitive - than the US dol- 
lar market 

Second, there are strong 
non-cyclical reasons why tire 


euro market is expected to 
hold out relatively well 
against global financial tor 
P+nii in the next month. 

With just 17 weeks until 
European monetary union, 
investment funds are 
looking to redenominate 
portfolios in the future sin- 
gle currency. Borrowers are 
also hoping to take a stake 

in the euro. ' - 

BNG, the Dutch bank, and 
the Inter American Develop- 
ment Bank are expected to 
issue euro-de nominated 
bonds In the near future, 
although both deals are 
expected to be on hold until 
the market is calmer. 

There are strong secular 
reasons why the euro win be 
an active sector, whatever 
happens In the broader envi- 
ronment over the next few 
weeks,” said a US banker in 
London. 

In US dollars, triple A and 
double A names are expected 
to tap the market when con- 
ditions permit. Although 
spreads in the secondary 
bond markets have widened 
by 20 or 30 basis points in 
the past few weeks, this has 
been matched point for point 
by an equivalent widening 
in the swaps market The 
overall cost of funding has, 
therefore, remained broadly 
static for the highest rated 
borrowers. 

The same cannot be said 
for borrowers lower down 
the credit curve One banker 
estimated paper losses on 
high-yield bonds at about 20 
per rent over the past three 

WG6^S> 

“It is unfortunate that we 
are seeing this type of loss 
just when everyone was rec- 
ommending investors to go 
down the credit curve," said 
one banker. 
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CURRENCIES & MONEY 


Traders turn on Norway and Canada 


By Smen Kuper 

The currencies of commodity 
exporting countries came 
under severe attack y ester 
day. Norway had to raise 
interest rates for the second 
■time since Friday after the 
■krone hit a six-year low 
against the European cur- 
rency unit (Ecu), while Can- 
ada, which did- not raise 
rates, saw the Canadian dol- 
lar hit a new 140-year low. 

Norway also said it would 
abandon - for the moment 
at least - its policy of keep- 
ing the krone stable. Kjell 
Storvflc, governor of Norges 
'Bank,' said that there would 
be *no more adjustments in 
interest rates for the time 
being', and that the bank 
would not intervene for the 
krone on a large scale. 

Australia, another 
exporter of commodities, 
saw its currency drop to a 
12 -year, low of 90579 against 
the US dollar. 


Commodity prices have 
been sliding all year, and 
could fell further if Russia, - 
which devalued the rouble 
last week, dump® large 
amoi * n ts of oQ and precious 
metals in the market The 
Commodity Research 
Bureau index, traded in Chi- 
ca so, ended last week at a 
Sve-and-a-half year low. 

Rebecca Patterson. cur- 
rency strategist at Ji\ Mor- 
gan in London, said: “In the 
last few days we hove been 
gelling more concern about 
a global slowdown. That is 

definitely going to weigh on 

commodity -linked curren- 
cies. because it is going to 
have an impact on demand." 

However, the krone and 
Canadian dollar were hit by 
mere than just falling com- 
modity prices. Currency 
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strategisfs noted that the 
Norwegian and Canadian 
central banks were among 
the only ones in the west 
that still tried to microman- 
age their exchange rates. 
Since Russia devalued, the 
market has been hunting 
down snch regimes, keeping 
pressure on the Hong Kong 
dollar and the Venezuelan 
bolivar yesterday. * ■ 
The yen bounced alter 
more 'Japanese ' officials 
threatened that Tokyo might 
mterwene fbr its currency. 

■ Norway is the world's sec- 
ond largest oil exporter, and 
its currency has been sliding 
with the oil price. Yesterday 
Norges Bank raised' interest 
rates by 100 basis points, 
having increased, them by 
250 points on Friday. Its 
overnight lending rate went 
from 9 per cent to 10 per 
cent, and its deposit rate 
from 7 per cent to 8 per cent_ 
Norway has now effec- 
tively allowed its currency 
to float. This is a drastic 
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change: the ce nt ral bank has 
spent SEj&5hu in little over 
a month on supporting the 
krone whenever it has fallen 
below US against the Ecu 
index of European curren- 
cies. (plans Ekltwd, chief 
economist at S-E Banken in 
Stockholm, said the krone 
had now entered an interreg- 
num where Norway’s 
long-term exchange rate pol- 
icy was stm to he decided. 


Yesterday the krone plum- 
meted from NKrfL294 against 
the D-Mark to close in Lon- 
don at NKrWSS. It dragged 
down the Swedish krona, 
which Fell from SKrtJMS to 
SKDL586 against the German 
currency. Mr Ehlund said 
that the pressure on the 

Swedish currency was irra- 
tional, given that Sweden 
did not depend on oil 
exports, did not operate a 
fixed exchange rate and was 
at a different stage of the 
economic cycle to Norway. 

■ The Bank of -Canada 
bought its currency in the 
market, as it has almost 
every day for the last fort- 
night, yet the Canadian dol- 
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lar fell again. Many traders 
were disappointed in their 
belief that Canada would 
raise interest rates yesterday 
in defence of the “loonie". It 
closed 1.1 cents down at 
01.50 to the US dollar. 

■ The yen gained after 
Keizo Obuchi, Japan's prime 
minister, said he was closely 
watching the Tokyo stock 
market and the dollar, yen 
rate, and Eisuke Safcaklhara, 
senior finann* ministry offi- 
cial, again made explicit 
threats to intervene in the 
currency market. 

Mr Sakakibara was quoted 
as saying th at since senti- 
ment about Japan's economy 
was changing. "It makes 
sense to intervene. If we are 
right, the intervention could 
be effective." 

Few currency strategists 
could see perceive any 
change In sentiment over 
Japan. But the yen bucked 
the fall in the Nikkei stock 
market, rising Yi.4 a gainst 
the dollar to Y1J3.& 
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RUBBER BIG GROWERS PLAN CUT IN OUTPUT 

End in sight 
for Inro 
agreements 


By Gary Mead in London 
and Ted Bardacke in Bangkok 

The decision by Thailand 
and Malaysia to withdraw 
fmm the 22-member Interna- 
tional Natural Rubber 
Organisation ilnro'i will 
almost certainly mean thfi 
end or its international 
agreements. 

Thailand and Malaysia say 
they intend establishing a 
producersonly organisation, 
to exercise greater control 
over the global price of natu- 
ral rubber. 

Tlie assumption by some 
industry analysts is that 
these two dominant natural 
rubber producers aspire tu 
create ;ui institution similar 
to that of the Organisation 
or Petroleum Exporting 
Countries. 

Thailand, tn particular, is 
known to want to enforce a 
plan to keep natural rubber 
production 3) per cent below 
world demand. 

Thailand and Malaysia are 
likely to throw much more 
effort into the other impor- 
tant natural rubber industry 
body, the Association of Nat- 
ural Rubber Producing 
Countries (ANRPC). 


The eight countries 
grouped in the ANRPC, 
which accounts for SO per 
rent of the world's produc- 
tion, plan to replace the Inro 
price support scheme with 
three measures: 

• A national withholding 
scheme to limit supply to 
below current demand: 

• a coordinated marketing 
system to lower competition 
between different producers; 

• and n private sector-led 
consortium to stockpile rub- 
ber during periods of over- 
supply and low prices. 

Same specialists are scep- 
tical that Malaysia and Thai- 
land will be able to take a 
firm grip on the market. 

“One can see why they 
might want to. with the 
price of natural rubber hav- 
ing fallen from a $1 a pound 
to about 60 cents, but where 
Inro has failed it is difficult 
to see anything else succeed- 
ing," said one. 

David Shaw, editor of the 
European Rubber Journal, 
believes their hopes of 
imposing controls over pro- 
duction levels in order to 
underpin prices are doomed. 

"It won't work for two rea- 
sons. The price in Indonesia 



Thailand wants to keep rubber production 20 per cant below demand 


[in local currency terms] is 
so good at the moment that 
they will continue to pro- 
duce as much as they can. 
Previous attempts to reduce 
production failed and stuff 
got out” 

For one thing, the current 
glut of natural rubber is 
likely to remain for some 
time. The economic slow- 
down in Asia, the turmoil in 
Russia, and projected growth 
oT GDP in OECD countries in 
1996 of just 2.4 per cent, 
against 3.1 per cent last year, 
are all likely to dampen 
demand for natural rubber. 

The biggest demand for 
natural rubber, 60 to 70 per 
cent of the total, comes 
from tyre manufacturers, 
with about 10 per cent going 
to other users and the rest 
consumed by producer coun- 


tries themselves. Many ana- 
lysts suspect the world's 
biggest 'producers of tyres 
have ample stockpiles. 
enabling them to withstand 
threats of a reduction In 
output 

The ANRPC plans to meet 
in September to work out 
the mechanics of the new 
price support system. 

Further ideas likely to be 
pursued include the develop- 
ment and management of a 
buffer stock of about 250,000 
tonnes; Inro’s rules permit it 
currently to carry a buffer 
stock of 550,000 tonnes. 

Under the new proposals 
being considered, the 
ANRPC buffer stock man-, 
ager would have to inter- 
vene to buy rubber on the 
world markets if the average 
daily market indicator price 


Panes Rdures 

dropped 15 per cent below a 
reference price; under Inro 
rules this ‘must-buy’ level is 
set at 20 per cent 

The reference price would 
be reviewed annually, to tie 
it more closely to actual 
market conditions. 

While there are evidently 
some si gnificant chang ns on 
the cards, the details for any 
proposed natural rubber car- 
tel to replace Inro are likely 
to take same time to be 
agreed between all the pro- 
ducer countries. 

In the meantime Inro will 
limp on. The current, third. 
International Natural Rub- 
ber Agreement, under Inro 
regulations, is not due to run 
out until the end of 1999; all 
that can be said for certain 
is that there will not be a 
fourth. 
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MARKETS REPORT 


ByKemetfi Goofing 
and Gary Mead 


On ■ the London . Metal 
Exchange, the tightness 
gripping the tin., market 
etfced slightly- The premium 
for tin for immediate - deliv- 
ery, compared with , metal for 
delivery m three . months, 

was $130 a tonne against 
$160 on Friday. 

On Friday, the LME 
imposed a limit of $30 a 
tonne on the cost of rolling a 
tin contract forward for one 
day. 

An identical, but informal 
condition, imposed oh one 
"dominant position holder", 
had been lifted by the 
exchange earlier in the week 
but the tightness timed up 

a gain. 

Yesterday, three-month tin 
was down $20 a tonne by the 
LME close at $5,480. 

' On tho bullion rrmrlrpt ni»l . 

ther stock market jitters nor 
concerns about Russia's 
financial problems could 
awaken gold from its sum- 
mer slumber and the price 
closed in London virtually 
unchanged at $284£5 a troy 
ounce. 

The becalmed global dll 
markets looked as if. they, 
might , stir yesterday after 
news reports that Shell's 
Nigerian crude exports 
would.be further disrupted 


by an extension or the force: 
maeure at its Forcados and 
Bonny terminals. 

However, Brent crude for 
October quickly regained its 
balance on London's Interna- 
tional Petroleum Exchange. 
In late "trading it was $12.22 a. 
barrel compared with Fri- 
day’s dose of $1227. ' 

Soft commqdfties .were 
again ' dull. The only real 
movement of -significance on 

the London International 

Financial Futures Exchange 
was the white sugar contract 
for October, which hit a new 
low of $233.90. down $6.90 
from the dose of business 
last Friday and a foil of more 
than $12 stoce Thursday. 

Investment funds began to 
sell the contract heavily on 
the back of evidence of -a 
growing global glut. 

Expectations of another 
massive- European Union 
sugar beet crop - harvesting 
of which is due to begin next 
mf i n t b — also hit the market. 
An estimate from the Euro- 
pean Commission on June 25 
of 16.03m tonnes is now 
beginning to look very low, 
according to specialists. 

Elsewhere on Liffe, the 
September cocoa contract 
was under attack on thin 
volume of just 1,543 lots, 
with its £1,025 a tonne close, 
down £20, the lowest since 
mid-ApriL September coffee 
finished $18 higher at $1,636 
a tonne. 


Indian tea producers to be hit by reduction in import duty 


By Kunal Bose 
in Calcutta 


Indian tea producers are 
facing greater competition 
after the government’s deci- 
sion to allow imports of tea 
at a concessional customs 
duty of 10 per cent from Sri 
Lanka. Bangladesh and 
Nepal. 

India is tbe world's largest 
tea producer. Even though It 
has a big domestic market, 
large Imports are likely to 
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bring lower prices and affect 
producers' profitability, 
according to Vinay Goenka. 
chairman of the Indian Tea 
Association. 

"Sri Lanka and Bangla- 
desh. which are recording 
major gains in production in 
tbe current year, will try to 
push their surplus teas in 
India," he said. 

Sri Lanka produces nearly 
280m kg of tea a year, almost 
all of which Is exported. Its 
biggest market for whole 


leaf tea is Russia, but an 
industry official said the eco- 
nomic crisis there could 
restrict tea imports this 
year. 

Russia is also a big market 
for Indian tea and last year 
accounted for 91m kg of the 
203m kg that India exported. 

Some Sri Lankan tea may 
be re-exported from India. 
However, teas grown In tbe 
southern Indian states of 
T amil Nadu, Kerala and Kar- 
nataka already face tough 


co m pet i tion from Sri Lanka 
and operate on low margins. 
Indian officials now fear 
nominal import duty will 
encourage Sri Lankan 
exports to India. 

Mr Goenka said: "The 
import of high-grown ortho- 
dox teas from Sri Tanka an d 
Nepal will be used for blend- 
ing with Darjeeling tea. 
which haa a distinctive char- 
acter. But such blending will 
cause dilution of quality and 
prices of Darjeeling tea. Most 


Darjeeling gardens are in 
bad shape and any tinkering 
with tea grown in the hills of 
Darjeeling will be ruinous." 

The FTA is also concerned 
about imparts of poor qual- 
ity of crush, tear and curl 
(CTC) teas from Bangladesh, 
which produces about 
56m kg a year. An increase 
in supplies from Bangladesh 
is likely to hit Indian produc- 
ers in Dooars and Terai ln 
West Bengal and Cachar in 
Assam. 


"The prices of terra pro- 
duced in these areas will foil 
to very low levels as imports 
start," an nffiriai said. 

The ITA thinks Sri Lanka 
and Bangladesh will have a 
competitive edge in export- 
ing packeted tea since the 
1998-99 Indian budget levied 
an excise duty on locally 
produced tea packets of 
more than 100 grams. 

"We are asking the gov- 
ernment to raise the cus- 
toms doty to give us a level 


playing field." said an ITA 
official. 

However, some tea blend- 
ers believe India should 
impart medium to poor qual- 
ity teas so it has a bigger 
surplus of good quality teas 
for export 

India hopes to lift produc- 
tion by 30m kg to 840m kg in 
1998: Whether it will be able 
to achieve the export target 
of 205m kg this year will 
depend on the volume of 
Russian buying. 


Fall seen 
in Costa 
Rica 

coffee crop 



Costa Rica's coffee crop is 
expected to fall S^reeit 
in 1998-99. compared with 
the previous season- 

Industry officials said 
growing areas bad been hit 

by a six-month drought ear- 
lier this year, caused , by El 
Nino, the abnormal warming 
of the Pacific that disrupts 
global weather systems. 

“The El Nino phenomenon 
has affected all the principal 
coffee growing areas nr- the 
country, in particular those 
of Naranjo- Grecia, Palmares 
and San Ramon, in the west- 
ern part of the Central Val- 
ley and in Perez Zeledon in 
the south-east," said Guil- 
lermo Canet, executive direc- 
tor of the Costa Rican Coffee 
Institute (ICAFE). 

According to ICAFE statis- 
tics based on surveys made 
in early August, production 
for the 1998-99 season will 
come to about 2.32m 60kg 
bags. 

In spite of the losses in the 
famous Central Valley area 
dose to the capital San Jose, 
Mr Canet said Costa Rica's 
second-largest producing 
area of Coto Brus in the 
south was likely to post 
moderate growth and make 
up for some losses else- 
where. 

About 30 per cent of Costa 
Rica’s coffee is produced in 
the Perez Zeledon, Coto Brus 
and Naranjo growing areas. 
Perez Zeledon is forecast to 
produce some 291,333 bags in 
1998-99, a 15.7 per cent drop 
from 1997-98, as lack of rains 
caused failure of the flower- 
ing process in large parts of 
that coffee zone. 

Naranjo is expected to reg- 
ister dose to 159,083 baj^, a 
drop of about 27.6 per cent 
compared with the 1997-98 
season. 

In Coto Brus, where the 
most favourable climatic 
conditions have been 
recorded, the harvest is proj- 
ected to rise 6.5 per cent to 
246,866 bags. 
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ACROSS 

1 Duck from shopping street 
on to a road (7) 

5 Fortified building laced 
with it perhaps? (7) 

9 Left, right This one in 
Greece is beyond help (5) 

10 Bunting dog. very English, 
taken in by abandoned ter- 
rier (9) . 

11 Stamina affected by an 
Australian f9) 

H Wolf in ravine 15J 

13 No sound made by horse (5) 

15 Winner's prize: mineral 
deposits, sources of great 
wealth (4*5) 

18 Environmentally accept- 
able instrument for begin. 

- ner (9) ■ 

19 Fran my point oT view the 
solver and most of the 
teenagers (5; 

21 Engages with second-row 
forwards (5) 

23 Move up from advertising 

(9) 

28 An nnpleasant task involv- 
ing silver coming from 
Alaskan port (9) 

26 Remains as Ambassador to 
Sweden (5) 

27 It keeps locks in place if 
the rain is bad (7) 

28 Don't sit down next to 
champion (5,2) 


177050 

6H132 
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DOWN 

1 Not a brilliant lift for sudi 
a heavy weight (7) 

2 Heavy electoral defeat 
could -overwhelm a climber 
(9) 

3 The trick is to absorb oxy- 
gen before a blood vessel 
(5) 

4 The German opera group 
perform with boldness (7-2) 

5 Interrupt reduction in two 
metals (2,3) 

6 Slender, tacky object (9) 

7 Port finished by daughter 

8 ship - Bounty perhaps? 

14 Leaves behind easily (5,4) 

16 People with vested interest 
in preserving capital (9) 

17 Fed in our specially con- 
structed shed (S) 

18 A light confection contain- 
ing nothing for the big guy 

20 According to Whately best 
policy for stlvar-podded 
plant (7) 

22 What succulent plants do 
In Jersey and Guernsey? 
(5) 

23 Found cutting equipment 
( 5 ) 

24 Taken from a Hardy novel 
featuring part of Neb raska 
(5) 

Solution to Saturday’s prize pimie on Saturday September s. 
solution to yesterday's prize puzzle on Monday September 7. 
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LONDON STOCK EXCHANGE 


Footsie ends with flourish after erratic session ~ 


( 
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MARKET REPORT 


By Steve Thompson, 

UK Stock Market Editor 

During another day of hefty 
^v/ings in sentiment, Lon- 
don's benchmark FTSE 100 
index moved in a 100-point 
arc. before embarking on a 
strong rally that left the 
index at a session high. 

Bui dealers remained 
he convinced of the market's 
ability to maintain the 
upward tack In the midst of 
the current volatility. Foot- 
sit oas just recorded its best- 
evar individual points perfor- 
mance and its third-worst 


points decline in the same 
week. 

“Underneath the mood 
swings this market still feels 
horrible. We're still nowhere 
like being out of the woods 
in terms of the global prob- 
lems and I wouldn't want to 
chase the market until we 
get much near to 5,000 ” was 
the candid view of a senior 
marketmaker at one big Lon- 
don securities bouse. 

He cited the long-standing 
problems that have periodi- 
cally left London's market 
stranded in recent months, 
notably the economic crisis 
that has affected much of 
the Far East and carved 


lumps out of many Asian 
stock markets. 

Investors' most recent con- 
cern has been Russia’s eco- 
nomic crisis, which has seen 
a substantial devaluation of 
the rouble and a moratorium 
on debt repayments. Adding 
to the uncertainty in global 
markets was the decision of 
Boris Yeltsin. Russia's Presi- 
dent. to sack the whole of 
his cabinet at the weekend. 

Although wary of the Yelt- 
sin move, dealers initially 
paid more attention to Wall 
Street’s strong recovery last 
Friday evening, which saw 
the Dow Jones Industrial 
Average pick up from being 


almost 300 points down to 
finish the session only. 77 
points off. 

The Hong Kong market 
also helped sentiment, 
although its 4 per cent rally 
seemed to have been helped 
along by further hefty sup- 
port from the Hong Kong 
government. 

At the close, the FTSE 100 
index showed a 76.7 gain at 
5,553.7, a far cry from its 
worst position of the day. 
when the index recorded a 
32.5 decline. 

The other FTSE' indices 
were much less volatile and 
did not mirror the big moves 
in the Footsie. The FTSE 250 


made tentative progress at 
the start of the day and 
posted an 8.6 gain at best, 
within an hour of the start, 
but later fell away to end 
1&5 down at 5,056-0. 

It was a similar situation 
for small er stocks, where the 
FTSE SmallCap index began 
on a dull note only, to fell 
away throughout the day 
and finish 9.3 down at 

2,289.3. 

Dealers and fond manag- 
ers continued to complain 
about the pitiful levels of 
activity in the stock market 
Turnover at 6pm just man- 
aged to creep over the 600m 
share level eventually set 


tling at 610.5m, well downon 
the volume recorded m most, 
recast sessions. 

. Big gains on the Hong 
Kong market triggered some 
of the best individual perfor- 
mances in the leaders; - 
Schroders, which is heavily 
involved in running invest- 
ment across the Far East; 
topped the performance 
table, - closely followed by 
HSBC and Standard -Char- 
tered. - 

And Bank of Scotland rose 
strongly for the second con- 
secutive session amid vague 
talk that Lloyds TSB might 
be considering a move 
against the bank. 
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Airbus 
gives 
BAe lift 

COMPANIES REPORT 

By Joel KBxuo aid Peter John 

Champagne was on order at 
British Aerospace after a 
iate announcement from Air- 
bus Industrie Fuelled specu- 
lation of a £2bn order from 
British Airways. 

Airbus said the European 
consortium - of which BAe 
represents 20 per cent - and 
TOny Blair, prime minis ter, 
will hold a joint news confer- 
ence in Toulouse today. 

BA made no comment but 
the news follows recent spec- 
ulation suggesting the car- 
rier was looking to renew its 
fleet. The company has tradi- 
tionally favoured Boeing, 
but analysts said both Boe- 
ing and Airbus have been 
vying for the order to supply 
up to 100 new aircraft 

Brokers said Airbus Indus- 
trie's A320 was an aircraft 
that would suit the current 
needs of BA. 

BAe builds the wings of 
the consortium's aircraft. 
Yesterday the shares rose 15 
to 420p, in trade of 4.1m. BA 
rose 8': to 496* ip. 

A two-way pull in Centrica 
ended in victory for the opti- 
mists and the shares rose a 
net A 1 * to 87 l ip. 

Merrill Lynch applied its 
weight to the gas distributor 
as it stressed its share price 
target of 115p. Merrill says 


Centrica is the cheapest util- 
ity in the market and 
heavily discounts any weath- 
er-related pressures. 

The shares recovered after 
almost two months of heavy 
underperformance against 
the market which have seen 
them fell 19 per cent since 
the start of July. 

However, BT Alex Brown 
is nervous about the pros- 
pects. It says the shares are 
wallowing just below its 85p 
price target but the "vulner- 
ability to anti-trust scrutiny 
[which may be linked to a 
change in regulator] and its 
sensitivity to the weather 
and to UK gas prices” 
remain concerns. 


Meanwhile, Merrill recom- 
mended BG following the 
gas group's joint venture 
announcement with Texaco 
of a gas and condensate dis- 
covery off Trinidad. Merrill 
sees a I0p-15p boost to asset 
valuations from the Trinidad 
news and last week's reas- 
sessment of Indonesian 
assets. BG rose 11 to 386p. 

Confirmation by music 
publishing giant EMI Group 
that it is considering a bid 
for Polygram Filmed Enter- 
tainment put the shares 
under pressure. 

FoD owing a weekend press 
report, EMI yesterday said it 
was “in the early stages of 
assessing this opportunity 
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and a further announcement 
will be made if appropriate”. 

The shares closed 36 off at 
48Qp, as they went ex-divi- 
dend yesterday. 

Bank shares were led 
higher by HSBC, which 
responded to the recovery in 
the Hang Seng inHnv 

Hong Kong government 
support for the index and for 
HSBC shares, which repre- 
sent, about 30 per cent of the 
Hang Seng, has been 
reflected by the narrowing of 
the gap between the two 
classes of stock. 

Historically the Hong 
Kong-denominated shares 
trade about 6 per cent below 
the UK-denominated. But 
the gap had narrowed to 2 
per cent by last night's close 
and the scramble by UK 
investors to keep np with 
the Hong Kong support oper- 
ation led to heavy turnover. 
Between them, the two clas- 
ses of share saw almost 30m 
shares change hands. Hong- 
Kong denominated HSBC 
jumped 91 to £13A0 and the 
UK-denominated 83 to £13.74. 

Standard Chartered, 
which is also exposed to 
Hong Kong, moved forward 
26 to 593p. Schroders rose 87 
to £1135 and Bank of Scot- 


Rockwell 

Electronic Controls and Communications 



. . - 


| 



. - r. a. 


• -• • •*/.- v-w 





When Unilever wanted to automate for high speed production 
for Lipton, Rockwell was their cup of tea. 


You succeed. We succeed.' 

http://www.rockwell.com 


land, which has been reas- 
suring brokers ahead of Its 
half-year end, jumped 39 to 
655p. 

Halifax, however, which 
was taken on by institu- 
tional investors at 740p a 
share more than a year ago. 
languished down 9 at 697p. 

Trading in Royal Bank of 
Scotland was suspended 
shortly before the close as 
the shares were quoted more 
than 20 per cent away from 
the opening price. Adjusted, 
the shares ended 10 higher 
at 920p. 

Hard-hit paper and pack- 
aging stocks looked slightly 
less crumpled yesterday as 
they benefited from pre- 
results buying. 

Bunzl forward 

R iinzl, which reports next 
Tuesday and Is forecast to 
announce profits between 
£62m-£63m after £S63m last 
time, moved forward 314 to 
230p. The shares have under- 
performed the FTSE All 
Share Index by 15 per cent 
over the past month. 

David Newlands of Pan- 
mure Gordon said: "The 
results should be good. It is 
a very steady company, 
chugging along with 7 or 8 
per cent earnings growth 
that does not deserve to be 
cm a 35 per cent discount to 
the market” 

Rexam, which reports on 
Thursday, was also tip in 
spite of a more gloomy out- 
look. The company said in 
the course of the latest of 
many profits warnings that 


the pre-tax figure would be 
no les than £85m compared 
with Mom last time. . . . 

Analysts are more inter- 
ested in news cm further dis- 
posals from the company. 
The shares, which have 
underperformed . the All- 
Share by 37 per cent over 12 
months, recovered a penny 
to 205p. 

Buyers continued to chase 
British-Bomeo. The explora- 
tion and production stock 
pumped up 8 to 243p on. fur- 
ther consideration of the 
company's exploration suc- 
cess west of the Shetland 
Islands. 

Cairn Energy, trading at a 
quarter of Its peak valuation, 
shed another 2- to 161%p as 
■investors failed to enthuse 
ahead of figures today. The 
company has foiled to capi- 
talise successfully on its 
Bangladesh operations and 
one analyst said: "Given its 
current position. It's not 
undervalued relative to the 
sector.” 

Reckitt & Col man rose 
after a news report said the 
household goods group was 
considering a strategic alli- 
ance or merger. Shares in 
the company - which 
announces first-half results 
on Thursday - traded 19 
higher at £10.611 

The newspaper said Reck- 
itt had previously bean seen 
as a possible target for Uni- 
lever, Procter & Gamble or 
Colgate-Palmolive, and was 
a potential partner for Clo- 
rox of the US and Benckiser 
of the Netherlands. 

PowerGen was firm in 
early trading as Salomon 
Smith Barney recommended 
the stock in anticipation of 
government approval of the 
bid for East Midlands. 

The broker expects Power- 
Gen to increase its dividend 
in the event of the bid going 
through. It has upgraded its 
stance to “outperform” from 
“neutral" and set an 830p 
price target on the shares. 
The shares were up 12 at 
best hut ended 10 lower at 
760p. 
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Russian reshuffle gives new twist to crisis 

^ imw , J a. — *bit» 7 .X a i. 4 J_ r. _ I I.M hriw 9 !nn> wf w»1w W nnllric ^ ^ 

Indian tonic 


woMpyayiEw 

The recent volatility is 
global share prices showed 
no signs or yes- 

terday. with emerging mar- 
kets again providing the 
main focus, writes Philip 
Coggtm. 

Russia changed its govern- 
ment again and Hong Kong 
intervened to support Its 
stock market The weekend 
dismissal of the Kiriyenko 
government and the reap- 
pointment of Viktor Cherno- 


myrdin as prime minister 
gave the Russian financial 
crisis another twist At least 
Mr Chernomyrdin is a 
known quantity, but the 
change of government led to 
another delay in the 
announcement of terms for 
the debt restructuring plan. 

The Russian stock market 
actually rebounded S per 
cent on the back of the polit- 
ical change, but there were 
losses in eastern European 
bourses. 

Meanwhile, investors con- 


tinued to worry that Latin 
America might be the nest 
domino to fall in the emerg- 
ing market crisis. 

Venezuela. which 
announced on Friday It was 
allowing greater flexibility 
in its currency band, saw the 
bolivar under pressure 
again. The Brazilian stock 
market, which closed at its 
lowest level since January 
1997 on Friday, slipped fur- 
ther in early trading. 

•The devaluation of the 
rouble is having a serious 


impact on LatAm investor 
sentiment and liquidity," 
according to the emerging 
markets team, at Dresdner 
Klelnwort Benson. 

“Even if the debacle does- 
not significantly weaken 
commodity prices, LatAm 
markets may continue to 
suffer due to the indirect 
impact that is transmitted 
via financial markets.” 

Geoffrey Dennis of Deut- 
sche Morgan Grenfell warns: 
"The recent widening of 
emerging market bond 


spreads is a clear negative . Into a loss of only 77 points 
for equity mar- on Friday; it carried cm the. 


kfits." He adds that the big- 
gest Tistra in terms of coun- 
tries that might opt to 
devalue and restructure debt 
are Venezuela, Pakistan, 
Indonesia and Thailand. 

. European and US markets 
managed ' a tentative rally 
after the battering taken in 
the previous session. Wall 
Street had started the stabi- 
lisation process, turning a 
280-point deficit an the Dow 
Jones Industrial Average 


good work wiihan early 80- 
point gain yesterday; 
although, the Tally petered 
out in late morning! 

The Frankfurt market 
managed a 12 per cent 
rebound, but that was pre tty 
puny compared with Fri- 
day’s 5.4 per cent loss. And 
Athens, Madrid and Zurich 


•The State Bank of India has 
raised about $4bn (£2.4bn) 
from expatriate Indiana 
'through the Issue of sover- 
. eign Resurgent Tuflfa bonds 
— bringing a dose of much 
needed cheer to the coun- 


totBa 


all finished heavily .In. nega- ; .ir£s stock markets. 


live territory. European 
bourses remain very .ner- 
vous. 


Strong rally 
by Dow runs 
out of steam 


See-sawing Dax ends higher 


AMERICAS 


A morning rally that sent 
the Dow Jones Industrial 
Average mare than 60 points 
higher had run out of steam 
by midday, with Wall Street 
drifting on the latest uncer- 
tainties In emerging mar- 
kets, writes John Labate m 
New York. 

By early afternoon the 
Dow was up 8.76 to 8242.41, 
and the broader Standard & 
Poor's 500 index was 4.49 
higher at 1,085.73. 

High-tech and small com- 
pany shares however were 
sent downwards in midday 
trading, with the Nasdaq 
composite down 2.60 to 
1,795.01 and the Russell 2000 
off by less than a point at 
395.16. 

Among the notable movers 
were fitianria'i shares, which 
were on the rebound after 
last week's sharp sell-off. 
Chase Manhattan gained 
to $64 and First Union to 
$52ft. But Golden State 
Bancorp plunged 5.8 per cent 
or Sift to $19% as yields on 
long-term Treasuries 
remained at low levels. 

Weighing on the Dow were 
shares of Allied Signal, down 
1% to $658, after its take- 
over target, AMP, launched 
a lawsuit to block the 
approach. AMP shares were 
down to $38ft. But major 
retailers gained ground, with 
Wal-Mart rising $18 to $67. 

Eastman Kodak climbed 
$1% to $85% after Morgan 
Stanley Dean Witter raised 
its 1998 earnings per share 


estimate. In the telecoms 
sector Ciena rebounded $4% 
or 13.6 per cent to $35% after 
comments by the head of Its 
merger partner. Tellahs, that 
the terms of its agreement 
could be adjusted. But Tel- 
ia bs plunged 72 per cent to 
$57ft. 

Semiconductor issues were 
mixed. Intel was down $8 to 
$84% in spite of the compa- 
ny's expected release of a 
new chip product In the net- 
working sector shares of 
Cabletron plunged 10 per 
emit to $8%. 

Northrop Grumman rose 
to $69% after the com- 
pany announced a restruct- 
uring. 

TORONTO was easier at 
midsession in response to a 
weaker flanjuHnn dollar and 
lower bank stocks. 

The TSE-300 composite 
index lost 28.62 to 6,265.66 in 
weak volume of 27.5m 
shares. 

Analysts noted that weak- 
ness in the Canadian dollar, 
under pressure from Rus- 
sia's financial ' crisis, 
prompted the Bank of Can- 
ada to i n t e rv en e to support 
the currency. 

Bight of Toronto's 14 sub- 
indices traded lower led by a 
1.4 per cent fell in financia l 
services and a 22 per cent 
drop by conglomerates. 

The transportation sector 
bucked the weak trend after 
Canadian National Railway 
reached a tentative agree- 
ment with four unions over 
the weekend. CN stock was 
up 50 cents to C$76.35. 


Latin America hit again 


Latin American stocks, still 
gripped by concern over the 
fate of emerging markets, 
resumed their declines after 
a spurt of buying in early 
trading. 

BUENOS AIRES continued 
to reflect the economic situa- 
tion of Russia and Asia, 
made more uncertain by the 
cabinet changes in Russia 
over the weekend. By mid- 
session. the Mervol index 
was 1.73 lower at 405.49. 

SAO PAULO demonstrated 
concern over a possible spec- 
ulative attack on the real in 
the wake of currency woes 
in Russia and Venezuela. By 


midday, the Bovespa index 
was 215 lower at 7,54 9. 

SANTIAGO was marked 
down in light trade as the 
central bank intervened by 
selling dollars to prevent the 
peso weakening against the 
US currency. The IPSA 
index fell L2Z to 71.61. 

MEXICO CITY moved up 
at the opening but soon fell 
back In thin volatile trade. 
By midsession. the IPC index 

was 73.10 lower at 3,340.05. 

CARACAS edged higher, 
as investors took a breather 
after the sharp declines suf- 
fered last week. The 1BC 
index was up 5.53 at 3,17429. 


EUROPE 

A healthy start on Wall 
Street, extending Friday's 
late recover y In U S shares, 
heaped FRANKFURT to close 
on a firmer note after a day 
of see-saw trade. The Xetra 
Dax inriCT was 62.78 higher 
at 5,253.38 by the close of 
electronic business. 

Analysts said that the 
underlying mood remained 
cautious over developments 
in Russia, where German 
banks have outstanding 
loans of about $30bn. 

Some bank issues still 
managed a bounce after Fri- 
day's declines, with Com- 
merzbank up 82 pfg to 
DM5422 and Deutsche Bank 
gaining DM120 to DM125.40. 

Utilities were also higher 
with RWE DM320 higher at 
DM89.45 and Veba DM4.10 
higher at DM9020. 

Degussa. the metals group, 
was a sharp loser on news 
that Holocaust survivors had 
filed a class action lawsuit 
against the company in the 
US on Friday, accusing it of 
profiting from precious met- 
als taken from Nazi victims. 

Degussa’s shares stumbled 
DM4115 to DM91.75, after a 
low of DM8820. as the com- 
pany declined to comment 
Several analysts said that 
the share price reaction 
appeared to have been over- 
done although one added 
that it was too soon to rule 
out the possibility that the 
company might have to pay 
out substantial sums. 

MADRID remained a vic- 
tim of the turmoil in Latin 
America, and the general 
index closed a volatile day 
down 13.66 or 1.6 per cent at 
82029. 

Earlier in the day econ- 
omy minister Rodrigo Rato 
tried to calm fears of an eco- 
nomic crisis, commenting 
that large investments by 
Spanish companies in 
America were made on a 
medium- to long-term basis. 

Companies with exposure 
to Latin America led the 
losses. Telef6nica lost Pta250 
or 3.7 per cent to Pta6,450. 
Banco Bilbao Vizacaya 
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declined PtafiO.or 3.4 per cent 
to Pta229Q and Banco San- 
tander Ml Ptai05 or 3 per 
cent to Pta3270. 

A downgrading of BBV 
and Santander by Goldman 
Sadis also affected the share 
prices. 

Utilities were led lower by 
Union Fenosa, down PtalO at 
Pta2,040. Endesa was off 
Pta40 at Pta3,120. 

PARIS was unable to 
fihakp off qualms over Rus- 
sia and Latin America and 
the CAC 40 index finished 
625 easier at 3337.43. 

Among stocks hit by sus- 
tained Asia and T-aHn Amer- 
ica worries, Lagardfere lost 
FFr820 to FFr235.10 and 
Accor was FFr35 lower at 
FFr1292. 

Caxrefour, hit on Friday 
by its Latin America expo- 
sure. recovered after Gold- 
man Sachs held Its rating. 
The share ended FFr4 higher 
at FFi3204. 

France Telecom rose 
FFrll.90 to FFr454.90 after 
Lehman Brothers included 
the stock in its recom- 
mended list, at the expense 
of Ericsson. 

ZURICH was a bigger 
loser, and the SMI index lost 
136.1 or 1.8 per cent to 
7257.7, although some of the 
blame for some of the losses 
was attributed to deriva- 
tives-related selling, which 
spilled over into the cash 
market 

Financials remained vola- 
tile. UBS, which traded 
between SFr507 and SETS39, 


Johannesburg cuts its losses 


SO^AFF^ 

Johannesburg clawed back 
from its lowest levels of the 
session after Wall Street's 
firmer opening, but it still 
closed 2 per cent lower an 
the day. The overall index, 
which lost 4.4 per cent on 


Friday, gave up another 32 
per cent at one stage on con- 
tinuing caution over the out- 
look for emerging markets. 

By the close the index was 
122.7 lower at 5,9162 while 
industrials gave up L7 per 
cent to 62872 and golds shed 
12 per cent to 8622. 


Nikkei tumbles below 15,000 


ASIA PACIFIC 



Concerns about financial 
instability in Russia and 
other overseas markets pul- 
led TOKYO lower as inves- 
tors also kept a wary eye on 
Japan's own troubled bank- 
ing sector, writes Alexandra 
Harney. 

The Nikkei 225 average 
slipped 309-84 or 2 per cent to 
14.9S8.36, just under the 
15.000 point level for the first 
time in a week. During the 
day, it moved between 

THE DAY’S CHANGES 

% Chang* 

Karachi. — +4.5 

Hong Kang_ +42 • 

Bombay +1.0 

Seoul.. ufe 

Sydney -12 

Singapore. -1.7 

Tokyo. — -22 

Kuala Lumpur.. -2.1 

Wellington. -22 

Bangkok. -2.4 

Taipei — ..... -3.5 

Manila.... -3.8 

Jakarta. — .... -4.6 

14,85924 and i5.145.25 in 
weak trading. Only 3iom 
shares were exchanged, well 
below last week's levels. 

Investors continued to 
focus an banks and blue-chip 
exporter stocks. The Long 
Term Credit Bank of Japan, 
which has been in talks with 
Sumitomo Trust about a pos- 
sible merger, plunged Y14 to 
Y6Q after rebounding last 
week on reports that it 


would restructure its 
operations. Sumitomo Trust 
fell Y2B to Y4Q2, Sakura 
Bank Y17 to Y283, and 
Sanwa Bank Y20 to Y965. 

Blue-chip stocks fell on 
anxiety about overseas mar- 
kets. Hitachi, the electronics 
group, slid Y12 to Y745. Sony 
plunged Y460 to Y1I.390, and 
Sharp- the electronics manu- 
facturer, was down Y12 to 
Y915. Honda Motor, the car 
group, which had risen 
recently in response to a 
strong profits announce- 
ment. lost Y60 to Y5.150. 

Losers outnumbered 
advancers 900 to 210 and 150 
shares were unchanged. 

The Tqpix index of first- 
section shares fell 1.6 per 
cent or 1821 to 1,15830. In 
Osaka, the OSE Index 
slipped 298 to close at 16276. 

JAKARTA was sharply 
down on fresh moves to 
restructure the banking sec- 
tor. The government's deci- 
sion to reduce the number of 
shares it will sell in Semen 
Gresik also weakened senti- 
ment, particularly in other 
state-owned firms. 

The composite index lost 
1720 at 37025 on turnover of 
Rp20Sbn. Gresik ended down 
Rp725 at Rp6250. up from a 
low of RP5.IOO. 

TAIPEI tumbled on pan- 
icky selling of electronics 
stocks and the weighted 
index fell 25522 to 6257.75, 
Its lowest dose in 20 months. 

Electronic stocks fell 5J2 
per cent. Taiwan Semi- 
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conductor fell T8420. its 7 
per cent limit, to T$6420 
while United Microelectron- 
ics lost TS2.40 to T535.20. 
Acer fell T$2 to TS3420 on 
reports that it would lower 
this year's forecast figures at 
its board meeting on Friday. 

MANILA was hit by profit- 
taking amid volatility in the 
region, and the composite 
index lost 49.49 or 3.6 per 
cent to L323JLL 

The central bank tried to 
alleviate concerns over high 
Interest rates by lowering 
overnight borrowing and 
lending rates by two percent- 
age points. However, fears of 
worsening corporate profits 
led to selling. 

Philippine Long Distance 
Telephone fell 45 pesos or 6 
per cent to 715 pesos, white 
Ayala Land lost 60 centavos 
or 6.6 per cent to 9.10 pesos. 

HONG KONG staged 


another powerful rally in 
late trade. Turnover totalled 
HK$22bn for the last half- 
hour’s activity, dominated 
by government buying: 

The Hang Seng index 
climbed 31727 to finish at a 
day’s high of 7245^4& Turn- 
over rose to HK$9.Bbn 
against Friday's HES5bn. 
The blue-chip index was 
expected to have further 
upside until the expiry of the 
August Hang Seng index 
futures contract on Friday, 
but resistance was seen at 
8,000 points. 

However, one analyst said 
players were sceptical about 
how fkr the government 
would push- the market 
above the 8,000 lewd adding 
that the higher they pushed 
ft, the' more the traditional 
long Investment funds would 
stay away. 

The Hang Seng has added 
172 per cent since the gov- 
ernment began intervening 
in the stock and futures mar- 
ket on August 14 to fend off 
currency speculators. 

HSBC led the advance, 
jumping HK$I3 to HK$178 
and accounting for more 
than half the Hang Seng's 
points gain 

KARACHI put in a strong 
spurt on news that the 
Islamic Development Bank 
was likely to approve a 
S1.5bn loan package. The 
KSE-100 index closed up 
"42.68 at 998.77 with rumours 
the go v e r n ment was in talks 
with power companies. 


finished SFr9 lower at 
SFr519. CS Group lost 
SFr7.50 to SFri&S on continu- 
ing concerns over its expo- 
sure to Russia where it has 
played a leading' role in 
domestic debt markets. 
Insurers Swiss Re, down 
SFrl03 to SFX3.533, and Zur- 
ich, SFr43 lower at SFr974, 
were also underpressure. 

Defensive issues felt less 
of the downward pressure, 
although Nestl6 gave up 
SFrl6 to SFr2,913 and Roche 
certificates lost SFr350 to 
SFrl5,425. - 

Watchmaker Swatch 
Group tumbled SFrTl to. 
SFr84fL 

AMSTERDAM failed to 
find support in the rise in 
Frankfurt arid the AEX 
index fell 18.19 or 1.6 par 
cent to 143622. : . . 

International blue chips 
were broadly lower, with 
Akzo Nobel down F1220 to 
FI 9020 on fears about its 
performance in Asia. 

Financials weakened fur- 
ther following Friday's sharp 
losses, with Aegon down 
FI 1.10 or 0.6 per cent at 
FI 186.10, ABN Amro tiff 
F1L20 or 2.5 per cent at- 
F1 47.70, ING down FI 220 at 
FI 132 and Fortifl Amev off 
FI 2.60 atFllSlAO. 

Technology stocks were 
also hit hard. Getronlcs lost 
FI 0.30 to FI 104.40 despite 
chairman Ton Risseeuw say- 
ing Getronics would con- 
sider a takeover by another 
company provided this was - 
in the company's interest 


MOSCOW rebounded 5.7 
per cent but In thin trade 
and in the absence of partici- 
pation by foreign investors 
who were unnerved by Presi- 
dent Boris Yeltsin's cabinet 
reshuffle on Sunday. 

The RTS index closed at 
4.64 higher at 86.4 points, as 
some domestic investors 
gave a tentative welcome to 
the appointment of Victor 
Chernomyrdin as - acting 
prime minister. 

Analysts, noted that for- 
eign investors were reluc- 
tant to participate ahead of 
the announcement of the 
government's plan . to 
restructure its treasury, mar- 
ket, due after the equity 
m arket dosed. 

BUDAPEST, however, took 
another batterin g from the 

political and financial tur- 
rnnfl rn Russia, jhTHrng 6.6 per 
cent to levels sot seen since 
the south-east Aslan cup 
rency crises last November. 

The Bxtx index . closed 
down 475.5 at 6,713.78, 
slightly above an intra-day 
1998 low of 626427 points 
reached earlier in the day's 
trading. 

WARSAW was lowe» tor 
the third straight session as 
investors awaited the terms 
of a conversion of Russian 
domestic debt into long-term 
securities after the market 
closed. The Wig index lost 
1412 to 144232- . 

Written and edited byMcbad 
Morgan, Eiriko Terazono, Polar 
Hal and Pari began 


A measure of tonic is over- 
due. Equity markets rema in 
an tenterhooks following the 
Reserve Bank of India's 
attempt to bait a precipitous 
decline In -the. value of the 
rupee last week. 

Btmal Jalan, governor of 
the RBL raised the repur- 
chase. rate by 3 percentage 
points to 8 per cent and 
increased the cash reserve 
Imposed' on banks; while, 
imposing fresh restrictions 
on forward contracts to curb 
speculation. - 

Foreign investors,, who 
stopped selling hi July, sold 
more than $40m of stocks in 
the first two weeks of 
August The rupee hit 
all-time lows against the dol- 
lar early last week, before 

the RBI Intervened. 

. Senior officials at the cen- 
tral bank say it Is not trying 
to target any particular 
value for the rupee, but it is 
trying to moderate the pace 
of change, drain out excess 
liquidity, and prevent panic 
in the markets. 

Intervention worked on 
the day, lifting the BSE 30 
index and the rupee to dose 
above 43 to the dollar. But it 
has hot reversed sentiment 

1 do not think it is a 
long-term or even a nradiirm.- 
term solution,** said the 
strategist at one foreign 
bank. Analysts say that the 
rupee Is vulnaable because 
of poor.fdhdamentals - infla- 
- tion of 6 per cent a fiscal 
deficit di’mMng well above 6 
percent slowing growth and 
felling exports. 

This is why India is hit by 
contagion effects from deva- 
luations elsewhere, even 
though It has a distinctive 
expart profile and trades 
little with Russia or the rest 
of. Asia. 

The bleak macro-economic 
outlook overshadows more 
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positive news at the micro 
level. A survey of 200 compa- 
nies by Industrial Develop- 
ment Bank showed first- 
quarter profits up 28 per 
cent on the previous year. 
While this is far from rep- 
resentative,. it suggests India 
feces a sharp slowdown in 
some industrial sectors 
rather than recession. 

“There are quality compa- 
nies which look underval- 
ued," said the head of one 
joint venture Investment 
Hank, invest are, though, are 
sticking to safe-haven stocks 
- software, pharmaceuticals 
and consumer goods - which 
have outperformed. 

There are fears that the 
worst is yet to come for 
industrial companies, as 
world commodity prices 
slide further. 

Moreover, there is little 
appetite for valuation sto- 
ries. “Investors have seen 
attractive valuations turn 
bad all over Asia," said the 
head of research at one 
stockbroking firm. He said 
attractive price-earnings 
ratios alone were not likely 
to tempt risk-averse inves- 
tors back Into the market 

What might do so Is a 
clear sign that India's gov- 
ernment Is not dependent on 
whims of coalition partners. 

“Political stability is the 
key signal the market is 
waiting for," said one senior 
banker. 

Krishna Gnha 




